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Abstract
ABSTRACT
The research considers the perceptions of European food retailers regarding potential 
expansion policies, the opportunities for food retailers to follow a strategy of 
internationalisation, the likely direction of expansion, and the factors that determine 
it. Prominence is placed upon the potential for internationalisation within Europe in 
the post-1992 environment.
The study of retail internationalisation has been criticised for a lack of empirical work. 
This research addresses the call for more empirically based analysis of retail 
internationalisation, and especially of single sectors. The food retail sector was focused 
upon for a number of reasons, in particular because observationally based research has 
suggested that food retailers are reluctant to internationalise, and even when they do 
it is for predominantly reactive reasons.
The establishment of the Single European Market in 1992 has served to focus attention 
on the changing environment within the European Union. It has been suggested that 
the SEM would accelerate rates of internationalisation, thus the timing of the survey 
added a further dimension. As well as evaluating the contemporary nature of the 
European food retail industry and where they perceived growth opportunities, retailers 
were asked to consider the direction of future trends.
The data collection comprised three stages. Initially interviews were carried out with 
senior executives of large food retail companies in the six European Union countries 
of; France, Germany, Italy, the Netherlands, Spain and the UK. The information was 
used to construct a questionnaire which was sent to a larger group of respondents. 
Subsequent analysis revealed a need for further information and so a Delphi style 
survey was conducted to provide insight into the results.
Abstract
The research seeks to evaluate the extent to which European food retailers will follow 
a strategy of internationalisation and the relative importance of proactive motivations. 
Observation of previous international activity reported in the literature suggests that 
the direction of international retail expansion is determined by three factors of 
geography, culture and economic development. The findings are analysed in the light 
of previous research to produce a conceptual framework which suggest that over time 
European food retailers move from a reluctant, through cautious, to an ambitious stage 
in their international development
The concept of consumer convergence within the European market and the 
implications for the process of internationalisation are addressed. The nature of the 
SEM is analysed in the light of empirical evidence suggesting that national borders 
are perceived to be becoming less important determinants of consumer segments 
within the European market. The idea that the process of internationalisation undergoes 
change within the environment of a Free Trade Area is discussed and the concept of 
régionalisation as opposed to internationalisation is analysed.
Areas of future research to explore the conclusions and concepts developed in the 
research and to further debate are suggested.
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CHAPTER ONE: 
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1.1 INTRODUCTION
This thesis focuses upon the process of internationalisation which is addressed in the 
context of the European food retailing environment. The fundamental aim of the thesis 
is to provide an understanding of the strategic development of large scale European 
food retailers. An objective of the research was to discover the likely extent and 
direction of the international activity of main European food retailers. As the empirical 
research was conducted shortly after the establishment of the Single European Market 
(SEM) the timing of the study has added an additional dimension. It is proposed that 
the changing environment brought about by the development of a Free Trade Area 
(FTA) will serve as a facilitator to the process of retail internationalisation. Further, 
it poses the question; does the process of internationalisation change at a fundamental 
level when national borders no longer serve as definitive boundaries between markets?
The process of retail internationalisation is a relatively recent phenomenon and 
therefore there has been comparatively little empirical research conducted in the area. 
This gap in the literature has been increasingly addressed in recent years, yet there 
remains a distinct lack of a definitive and comprehensively employed theoretical 
framework from which to study retail internationalisation. As a consequence, it was 
deemed inappropriate for the research to take a deductive approach and seek to prove 
or disprove a particular theory. Instead, the research is of an inductive nature, and 
was set up with the fundamental objective of evaluating the European food retail 
environment in the post-1992 setting. Within the general inductive approach however, 
existing theories were considered and used to evaluate empirical findings.
Chapter 1: Introduction
Particular prominence was placed upon the process of retail internationalisation. It was 
intended to elicit information, particularly in terms of the potential extent and direction 
of internationalisation by large European food retailers, and, evaluate the impact of the 
SEM. The underlying aim was to address the call for further empirical work on the 
process of retail internationalisation and provide further insight into the subject area.
1.2 AIMS AND OBJECTIVES
The underlying objective of the research is to address the issue of retail 
internationalisation within the context of the European food retailing environment. At 
one level the aim of the thesis is to provide a description of the opinion of retailers 
towards the process of retail internationalisation, specifically within the European 
Union (EU). On a more detailed level, the thesis has a number of more narrowly 
defined objectives. These include analysing the direction of international expansion, 
the particular types of markets that are perceived as opportune, the market entry 
methods that are employed, and, the extent to which the very nature of the process of 
retail internationalisation is undergoing change within the environment of the SEM.
1.2.1 General Objectives
The overall objective of the study is to further research focused upon retail 
internationalisation. The aim is to define and analyse the perceptions of European food 
retail directors in regard to expansion strategies, specifically the process of 
internationalisation. Their perceptions of the opportunities within several world regions 
are evaluated. Particular emphasis is placed upon their views of the opportunities 
within the EU and the transitions they feel are occurring in the post-1992 environment. 
The SEM programme has served to focus attention on the EU market, and, the 
potential for expansion [Hallsworth, 1992]. It is on this basis that the post-1992 setting 
is taken as an important focus for research into retail internationalisation.
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The fundamental aim was to gain further insight into the subject area rather than to 
prove or disprove an established hypothesis. The research strategy involved collating 
and analysing both empirical and secondary source data in an attempt to provide an 
understanding of the process of retail internationalisation in the post-SEM 
environment. A subsequent objective was to use the analysis to further academic 
discussion of the nature of retail internationalisation.
Traditionally, the retail sector has been slow to internationalise relative to other 
industries such as manufacturing [Akehurst and Alexander, 1995a], an issue that is 
addressed in chapter three. Further, within the retail industry those companies whose 
core activity is within the food sector have generally had less experience of 
internationalising than their counterparts in the non-food sector. In addition, even when 
food retailers have expanded internationally, they have often been perceived as doing 
so for predominantly reactive as opposed to proactive reasons [McGoldrick and Fryer,
1993]. As a consequence, it was felt that a gap existed in the current literature in 
terms of the perceived potential for the internationalisation of food retail companies. 
The study was established with the aim of addressing the need for further research on 
this subject.
1.2.2 Specific Objectives
In addition to the underlying aims, there were also a number of more narrowly defined 
objectives. First, to establish the extent to which the directors of large scale European 
food retail companies regard Europe as a favourable environment for expansion. As 
a furtherance of this line of enquiry, the intention was to establish which particular 
national European markets are viewed as being most attractive. It was proposed to 
evaluate which factors make them particularly favourable. Previous research has 
addressed the issue of the motives for internationalisation, however, this has 
commonly focused upon retailers from one nation. In the post-SEM environment it 
seemed appropriate to take a more general European perspective, rather then a national 
approach.
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Secondly, the objective was to analyse which methods of market entry are perceived 
as being most viable. Leading on from this, it was hoped to define the major factors 
relating to choice of market entry method, and, the extent to which the nature of the 
host market dictates the type of internationalisation strategy employed. Evidence from 
the literature suggested this was a particularly salient issue for retailers in the food 
sector [Burt, 1991]. Generally, due to specific logistical and distribution requirements, 
retailers operating in the food sector must move into a new market on a significant 
scale in order to achieve necessary economies and efficiencies. Consequently, their 
choice of possible market entry mechanisms are reduced as methods of incremental 
growth are not appropriate. However, there are examples of food retailers whose 
expansion strategy directly contradicts this proposition, and so it was felt the issue 
welcomed further attention.
Thirdly, the research sought to address the issue of if, and to what extent, the 
importance of national boundaries is changing. As a furtherance of this focus the aim 
was to establish if such changes are related to a transition in the very nature of the 
process of internationalisation. Commentators have suggested that the SEM is at least 
a facilitating, if not directly causal, factor of internationalisation [Treadgold, 1991]. 
Furthermore, it is proposed that due to structural changes inherent in the environment 
of FT As, national borders are no longer as important as they once were in defining 
markets. If this proposition is accepted, then how are markets perceived and what the 
factors influence the direction of retail expansion? The potential impact of the SEM 
on retailers has received a substantial amount of attention [Alexander, 1996]. However, 
from a review of the literature it was concluded that this was an issue that required 
further attention in the immediate post-1992 setting, and particularly, further 
conceptualisation.
A fundamental aim was also to address the call within the literature for further 
empirical research focused upon the process of retail internationalisation [Williams 
1992a, 1992b]. Thus, it is not just the subject area that is being addressed, but the
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impact of the methodological approach is also under evaluation. Research focused 
upon the motivations for retail internationalisation has suggested that the methodology 
may influence the conclusions of the research [Alexander, 1990a, 1990b]. Whilst many 
studies that have taken an observational approach have concluded a predominantly 
reactive interpretation of retail internationalisation, those that have been empirically 
based have supported a more proactive approach. In conjunction, it is also proposed 
that the time at which the research was undertaken may impinge upon the findings. 
It has been suggested that similar research conducted at different periods may simply 
be illuminating changing patterns rather than being contradictory in nature [Alexander, 
1995a]. From both perspectives there has been a call for further empirical research on 
retail internationalisation to develop the debate.
1.3 THE EUROPEAN RETAIL INDUSTRY
The contemporary European retail industry is a sector operating on a comparable scale 
with any world region including North America and the Pacific Rim. Where once it 
was perceived as a collection of heterogeneous national markets, it is now commonly 
characterised as a mass consumer market. At the time of the establishment of the SEM 
it was estimated to consist of 322 million consumers [Commission of the European 
Communities, 1987]. Despite discussion of the emerging 'Euro-consumer’ [Burt, 1989; 
Schmidt and Pioch, 1994], there are distinct national differences in terms of consumer 
behaviour. However, there are also many similarities and it is the commonalities, 
rather than the disparities, that are increasingly being considered.
It has been evaluated that the food sector is less likely to be able to take advantage 
of a mass European consumer market. Whilst it has been suggested that there are 
consumer segments that are apparent on an international and even global scale, it is 
perceived that in terms of the food sector, there remains distinct national and even 
regional variations. However, the harmonisation of legislation within the EU,
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previously a barrier to international operations, will surely serve to facilitate the 
establishment of multinational operations within the food retail sector. Further, it has 
been suggested that within the mass market there may be convergence within 
consumer segments [Davies and Flemmer, 1995].
1.3.1 The Development of Retailing
Relative power within the channel of distribution has increasingly shifted towards the 
consumer interface during the post war era. The rise of retailers, particularly in the last 
three decades, has seen them become increasingly dominant within the distribution 
channel [Dawson et al., 1986]. Retailers have developed into some of the largest 
organisations on a comparative or even larger than manufacturers. The increasing 
dominance of retailers has led to the concentration of markets, and in no area is this 
more apparent than the food sector. Whilst the trend throughout Europe is towards 
structural development, implying the concentration of markets, there are distinct 
differences in the actual levels of structural development within Europe. The UK and 
Germany have been characterised as structurally advanced, whilst other markets have 
been deemed as either structured, for example France and the Netherlands, 
intermediary, for example Italy and Spain, and traditional, as exemplified by Greece 
and Portugal [Tordjman, 1995].
The size and power of retailers is exemplified by the fact that the top six European 
retailers have turnovers that are comparable with only two European manufacturing 
firms [Economist, 1995]. Further, whilst manufacturers have an established history of 
operating on an international scale, retailers are increasingly seeking to expand 
internationally and are doing so at an accelerating rate. Retailing accounts for a 
significant proportion of GDP. The retail sector is also responsible for employing a 
significant proportion of the workforce. The food retail sector dominates 
manufacturers in a way unlike other retail sectors, a process which is increasing with 
the development of retail alliances.
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1.3.2 The Food Sector
The food sector was specifically chosen as the focus of the research for a number of 
reasons. First, the food sector is the most important single sector of retail activity. In 
general, consumer expenditure is greater in the food sector than in any individual non­
food activity. Secondly, when retailers are ranked in terms of sales the majority of the 
largest organisations are food retailers. Eurostat [1993] has stated that of the top 20 
European retailers when ranked according to turnover, 19 are active within the food 
sector, and for 16 of these food retailing is their core activity. When retailers are 
ranked according to profit, although there are differences in the order of the rankings, 
it is still true to say the vast majority are active within the food sector. This situation 
has been summarised by Burt [1991];
'Grocery retailing... is the major sector in the retail industry, accounting fo r  the bulk 
o f retail sales and consumer spending in every market. Food based retailers 
themselves are commonly among the largest o f retail companies, and in some markets 
even rank alongside the largest o f all industrial concerns', p. 491.
Thus, the food sector was chosen partly because of its significance within the retail 
industry. When the research was initially established it was proposed to study just one 
sector. The underlying reason was that if the particular sector of activity had a major 
impact upon the potential for internationalisation and the way in which the strategy 
was implemented, the findings would be confused if retailers from a number of sectors 
were included in the results.
In many cases, when research is focused upon large scale retailing it has an inherent 
concentration upon the food sector, even if it is not specifically stated. For example, 
Treadgold [1991] conducted research focused on the international expansion of the 
largest 20 European retailers. It was not explicitly stated that the research was focused 
predominantly upon the food sector, and in fact it also included retailers who had very 
little or no activity within the food sector. However, due to the nature of the retail
Chapter 1: Introduction
environment, it was implicit within the research that the food sector was the main 
retail activity.
The raison d' êtré of the research was to study retail internationalisation, and 
consequently, large scale retailers were the most appropriate targets for the study. 
Whilst some retailers have internationalised at a very early stage in their development, 
for the majority of retailers international expansion does not occur until they are large 
scale developed organisations. This is particularly the case in the food sector. As 
previously noted, due to specific distributional requirements of retailers in the food 
sector, they must enter a new market on a significant scale. Whilst non-food retailers 
have the opportunity to move into a market on a more incremental basis, in general, 
food retailers are required to take a more committed approach due to the high 
investment strategies that are required. Therefore, the food sector was deemed the 
most appropriate focus for the study as international activity was more likely to be 
part of a longer term strategy.
1.4 THE SINGLE EUROPEAN MARKET
The study commenced shortly before the establishment of the SEM on January 1 1993. 
The empirical research was conducted in the post-1992 setting. The geographical 
context of the study is the twelve countries that comprised the EU at this time; 
Belgium, Denmark, France, Germany, Greece, the Irish Republic, Italy, Luxembourg, 
the Netherlands, Portugal, Spain, and the UK. The EU12 provided an easily 
identifiable region on which to base the study. Other potential foci, such as Europe or 
Western Europe, would not have been so easily defined. Despite the addition of 
countries into the EU since the beginning of the project, the research has remained 
focused upon the 12 nations that were members at the establishment of the SEM.
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In addition, the EU was chosen as the area for study due to factors of a more 
contingent nature. The character of a FTA was perceived as an interesting way in 
which to study the process of internationalisation. The reduction in power at the 
national level, and the establishment of regulations at the intra-state level provided a 
particular context in which to study retail internationalisation. It has been suggested 
that the SEM will facilitate retail internationalisation [Salmon and Tordjman, 1989]. 
An objective of the study was to discover the extent to which this proposition is 
correct, and, in which direction expansion is occurring.
The intention was to target a truly representative cross-national sample of food 
retailers. With this aim in mind it was decided that retailers within six EU nations 
should be targeted for the survey. The countries of France, Germany, Italy, the 
Netherlands, Spain and the UK were selected. The reasons for this decision were 
threefold. First, these six countries were home to most of the major players within the 
European food retail environment, thus the main food retail companies within Europe 
were included in the sample. Secondly, the six countries comprised the major markets 
of Europe. And thirdly, the selection provided different environments, in terms of for 
example, economics, politics, legislation, language, and social and cultural conditions. 
From this it was hoped to determine the extent to which retailers had different 
perceptions based on the conditions within the home market. As a consequence, they 
also represented various positions in terms of the level of retail structure development. 
It was felt that including all six nations in the study would provide the best possible 
chance of gaining the perceptions and opinions of key players in the European food 
retail environment as well as allowing cross-national comparisons between them.
Selecting six nations to be included in the study resulted in the empirical stage of the 
research becoming a task of significant proportions. In many cross-national studies just 
two or perhaps three markets are compared [Baker and Knox, 1994; Bums and 
Rayman, 1995; Davies and Flemmer, 1995; Drtina, 1995; Femie, 1995; Fernie and 
Pierrel, 1995; Hallsworth et al., 1995; Krider and Ramaswami, 1995; Shipley et al..
10
Chapter 1: Introduction
1994]. However, in addition to the reasons already noted for including six countries 
in the study, it was noted that such a survey focusing on the issue of retail 
internationalisation had not previously been carried out. A primary reason for 
conducting the research was that the findings would offer a new angle on the subject. 
Often research focused upon retail internationalisation details a particular flow of retail 
expansion. It was felt that by using a cross-national sample of retailers a more general 
perspective would emerge.
In addition, some previous studies focusing upon the issue of increased European 
integration have taken a perspective of analysing the differences between the UK and 
Continental markets [Cox, 1994]. It was the intention of this study to move away from 
such a view and to look at a number of European markets in direct comparison to 
each other. In addition to the cross-national analysis, it was intended to analyse the 
aggregate response and to define to what extent a 'European retailer', or at least a 
European retail perspective, was emerging. It was anticipated that the response rate 
from senior executives targeted for questioning would be low. Including retailers from 
a number of different countries had the added advantage of increasing the overall 
number of respondents within the sample.
A primary focus of the research was to consider the extent to which the SEM was 
impacting upon the European food retail environment. It was acknowledged it would 
be difficult to distinguish between the direct impacts of the SEM programme and 
underlying environmental factors. However, it was intended to provide some insight 
into the direct impacts of the SEM and a particular proposition within the literature 
was drawn upon as a way of conceptualising the European environment. Hallsworth 
[1992] suggested that;
'there are presently two main strands to retail internationalization as it effects Europe. 
One is the opportunity o f the "contingent" restructuring following Europe 1992. The 
other is the more deep-rooted and widespread effect o f local "context" p. 33.
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This concept was employed as an underlying means of studying the process of 
internationalisation. Whilst the intrinsic contextual issues were acknowledged, for 
example the spatial variations in terms of level of retail structure development, 
prominence was placed upon the potential impact and retailers perceptions of factors 
of a contingent nature, namely those brought about by the creation of the SEM.
1.5 THE STUDY OF RETAILING
Retailing has traditionally been viewed as an unproductive sector of activity [Brown 
and Burt, 1992]. Whilst manufacturing has been seen as a worthwhile industry, 
retailing has been considered an unproductive link in the channel of distribution. 
Similarly, the study of retailing has long been considered an unworthy focus for 
academic attention. Brown [1992] has suggested that retailing has been considered 'a 
second class calling', due partly to the lack of a comprehensive theoretical framework. 
Potter states that the academic study of retailing has been considered 'the Cinderella 
o f the Social Sciences', [1982, p. 2],and that despite retailing emerging from a number 
of inter-related disciplines it has not been perceived as a subject in its own right.
However, there is evidence to suggest that within the last decade attitudes are shifting. 
Brown [1992] proposes that retailing is now emerging as an increasingly accepted 
focus of academic debate. He suggests the development and increasing popularity of 
retailing as an area of academic study is the outcome of a number of inter-related 
factors. First, the developments within the retail sector itself. Retailers now constitute 
some of the largest companies comparable with those in the manufacturing sector. 
Both in terms of turnover and number of employees, retail companies comprise some 
of the largest organisations. A related factor is the proportion of GDP accounted for 
by the retailing sector. Growth has occurred in real terms, but also, due to the 
structural development and formalisation of retail channels it is now a more obvious 
contributor to national economic development.
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Secondly, retailing has also evolved as a separate subject due to changes within 
academia. Where once it was viewed as an area covered by other disciplines, namely 
economics, geography and latterly marketing, it is now increasingly being defined as 
a subject in its own right. As Brown [1992] states, a number of factors have helped 
to develop the theory of retailing, or at least are outcomes of its maturation. For 
example, undergraduate degree courses in retailing have been developed within the UK 
as well as elsewhere within Europe and in North America, in part a response to calls 
from the industry for increased graduate recruitment. Linked to this, there have 
emerged research centres at a number of Universities and the appointment of Chairs 
in retailing. Publications focused specifically on retailing have also grown. These have 
included the development of retail focused text books, academic journals and 
conferences. All these developments are related to the progression of retailing, whether 
they are viewed as the result or cause of its advancement as an academic subject area.
1.6 RETAIL INTERNATIONALISATION
In conjunction with the growing size and strength of retailers, many have become 
international in character. Although there have been examples of retailers operating 
internationally for a considerable time, the vast majority of international retailers have 
become relatively recently [Alexander, 1995b]. It is only within the last three decades 
that most retailers have expanded internationally, and in particular since the late 1980s 
that they have operated on any significant scale within the international arena.
Where once there was a lack of information and analysis focused upon retail 
internationalisation the last decade has witnessed an upsurge in interest, data and 
publications. In some respects this is the outcome of the more powerful role of 
retailers within the economy, and the recognition of their economic strength. It is also 
a reflection of the growing number of retailers now operating in foreign markets.
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Additionally it is an outcome of increasing recognition that the potential of 
internationalisation is becoming of fundamental interest to retailers. If  retailers are to 
continue to expand despite the intensifying concentration within home markets, then 
they must seek alterative growth strategies. Further, the increasing pace of 
international retail activity is forcing retailers to consider the impact of non-indigenous 
competitors on their businesses. Even if they do not consider expanding into new 
markets themselves they must be aware of the fact that their competitors may. Further, 
retailers are increasingly aware that internationalisation is a two way process and that 
foreign retailers may move into their domestic market and alter the competitive 
environment.
Where once there was a paucity of information focused on this process there is now 
a growing volume of work. However, the phenomenon of retail internationalisation is 
dynamic and the forces that shaped the process in the immediate post war era, or even 
those at play in the late 1980s, are not necessarily the ones that take precedence today. 
Such a changing and dynamic process surely warrants further scrutiny if it is to be 
more fully understood.
1.7 METHODOLOGICAL APPROACH
As a prerequisite to the study, an understanding of the nature of the retail industry was 
necessary. In particular the characteristics and idiosyncrasies of the food sector were 
focused upon. Similarly, an understanding of the European integration process was 
seen to be a fundamental basis of the research. Particular prominence was placed upon 
the establishment of the EU and SEM and the consequent implications for the retail 
industry. The literature review was an essential means of gaining a background 
knowledge of these subject areas. It also clarified the nature of the gaps within the 
literature and consequently was a means of focusing the direction that the research 
took.
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The objectives and nature of the research dictated the need for field research to 
provide primary evidence. As previously noted, in many studies of retail 
internationalisation observational evidence is used. However, it was felt that employing 
empirical findings in addition to using secondary source data would have a number 
of distinct benefits. First, the emphasis of the study was to ascertain if and how the 
SEM was impacting upon the process of retail internationalisation. Due to the timing 
of the study it was unlikely retailers policies based on the post-1992 environment 
would have had time to be put into action. Further, there was very little published data 
dealing with occurrences since the establishment of the SEM as so little time had 
elapsed. Thus, the collection of primary evidence was necessary.
In addition, conducting an empirical survey was required in order to carry out a cross­
national survey of six EU nations. This was primarily due to the fact that appropriate 
directly comparable data were not available in published form. The empirical survey 
allowed the collation and subsequent analysis of data that were directly comparable 
between respondents from different countries.
Perhaps more fundamentally, the aim of the research was to provide an insight into 
the perceptions and opinions of respondents in key positions within the retail industry 
regarding likely future trends and expansion policies. Thus, rather than analysing 
observable facts, the intention was to discuss qualitative perceptions and opinions. In 
addition, a review of the literature illustrated the call for further empirical work on the 
study of retail internationalisation. For example, Williams [1992a] comments that;
'empirical research in retail internationalisation is extremely scarce In fact, most
research and comment is limited to largely fragmented and non-analytical descriptive 
and prescriptive accounts, which lack an empirical base', p. 270.
Further, it seemed in some cases there was a discrepancy between the results of 
studies based on observational evidence and those based on empirical surveys
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[Alexander, 1995b]. Thus, an empirical approach was appropriate from a number of 
perspectives.
The empirical survey had three distinct stages. Initially, semi-structured interviews 
were conducted with a number of directors of large European food retail companies 
in all six countries targeted in the survey. Secondly, and following on from the results 
of the interviews, a questionnaire was constructed dealing with the issues in a more 
quantitative way. This was mailed to a larger group of retail directors based in all of 
the six countries. Subsequently, a Delphi style questionnaire was conducted with a 
sub-sample of the respondents. The aim was to illuminate previous findings by 
providing further qualitative information on the previously collated data. The 
information was analysed by means of both quantitative and qualitative techniques.
1.8 SUMMARY
The thesis addresses the call within the literature for further analysis of the process of 
retail internationalisation. In particular, it focuses upon the environment of the SEM 
and evaluates the extent to which the direction and nature of retail internationalisation 
is changing. The food sector was chosen as the focus of retail activity due to a variety 
of factors including its prominence within the industry and the intrinsic idiosyncrasies 
faced by food retailers operating within the international arena. An empirical approach 
was taken as a direct response to calls within the literature for further research of this 
nature, and also, due to the focus and timing of the study.
The potential direction of expansion of food retailers is concentrated upon, with 
particular interest placed upon European markets. The factors that influence market 
choice and the method of market entry are both discussed. Transitions within the 
contingent environment of the SEM are considered, and in particular, the impact the 
SEM is having upon retail internationalisation within the EU. The intention is to
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further the debate focused upon retail intemationalisation.The changing nature of the 
process in the post-SEM environment is discussed as part of the overall objective.
As a prerequisite to analysing the process of retail internationalisation, a review of the 
literature regarding the structure of the retail environment is given in chapter two. 
Prominence is placed upon theories of retail change and structural development within 
the retail environment. The impact of the SEM upon the retailing industry is also 
addressed. A review of the literature dealing with the process of internationalisation 
is provided in chapter three. Theories of internationalisation are reviewed and the 
extent to which they are relevant to European food retailers in the contemporary 
environment is discussed.
Chapter four provides a review of the methodology employed. An overview of 
research theories is given, followed by a discussion of the underlying reasons for the 
adoption of the particular methodological approach. The secondary source data 
analysis is discussed and a more in depth account of the empirical research is 
supplied. The three stages of data collection, namely the interviews, mailed 
questionnaire and Delphi survey are discussed, followed by an account of the 
limitations of the study.
The results and analysis are divided into three sections within the thesis. Chapter five 
deals with those results focused upon the direction of expansion. The opinions of 
respondents towards potential expansion strategies are analysed for the group as a 
whole as well as on a cross-national basis. Prominence is placed upon the potential 
for international expansion, and the perceptions of internationalisation at the inter and 
intra-European level are explored. The attractiveness of particular markets with the EU 
are evaluated in the context of both empirical and secondary source data.
Chapter six analyses the results regarding the motives for choosing a particular host 
market, the reasons underlying choice of market entry method, and the relationship
17
Chapter 1: Introduction
between these two issues. The motives for joining retail alliances are discussed, and 
the impact of the management culture upon retail internationalisation is also addressed.
Chapter seven deals with the impact of the SEM upon the European food retail 
industry and the changing environment. Perceptions of the SEM as a region for 
expansion are explored. The transitions occurring within the post-1992 environment 
are discussed and a conceptualisation of the way in which the process of 
internationalisation may be changing within a FTA is considered.
Chapter eight seeks to bring together the main points of the three discussion chapters. 
The main findings of the thesis are summarised. The inter-relationships between the 
results in the three analysis chapters are discussed, with particular prominence placed 
upon factors influencing the direction of expansion, and also, the impact the direction 
of expansion has on other factors such as the market entry method. The final section 
of chapter eight moves towards a conceptualisation of retail internationalisation. From 
the wide ranging set of findings the three main strands of the thesis are presented. 
Finally, potential foci for future research to further the thesis are suggested.
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CHAPTER TWO: 
LITERATURE REVIEW (I) 
THE RETAIL ENVIRONMENT
2.1 INTRODUCTION
The European retail environment has undergone major transitions within the last few 
decades. The nature of the industry today is the outcome of both environmental 
influences determining the structure of the industry, and, the result of internal forces 
shaping the nature of retail companies. Development has not occurred homogeneously 
throughout Europe and the character of retail environments differs along a spatial as 
well as a temporal dimension. Arguably the most prominent feature of the retailing 
industry is its dynamic nature [Dawson and Burt, 1989]. This is evidenced by the 
continuous structural shifts that occur. These transitions are based on the influence of 
social, economic and political factors which inter-act to shape the environment. 
However, as the various theories of institutional retail change illustrate, there are a 
multitude of additional factors which play a part in the process.
Within the EU there is evidence of structural transitions existing on both national and 
regional scales, and indeed, it is possible to follow a pattern of trends in the retail 
industry moving geographically over time. An example of such is the development of 
the French hypermarket format being transferred into neighbouring Spain. Kacker 
[1986] has described the structural transformations of the European retailing industry 
as metamorphic. It has been noted by Thomas [1991] that there is contention between 
those who view the changes as being of an evolutionary nature [Bamfield, 1980], and 
those who conclude it has been revolutionary [Alexander, 1988a]. As a prerequisite 
to studying the actual changes that have occurred in the European food retailing 
environment, attention is focused upon the theories and models which attempt to 
determine the manner in which retail institutions develop.
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The aim of this chapter initially is to explore the paradigms of retail institutional 
change. The way in which the retail industry develops has been the subject of much 
attention, and consequently, theories have been devised which aim to describe and in 
some cases explain the development of retailing. While some concepts have stressed 
the importance of a wide range of environmental factors, others have placed greater 
prominence on cycles of development and on vertical and horizontal relations within 
the channel of distribution. This chapter provides a discussion of the main theories of 
retail transition as a prerequisite to focusing upon the actual conditions of the 
European food retailing environment.
The second part of the chapter concentrates on the issues of transition within the retail 
environment. First, the changing power relations within the channel of distribution are 
discussed. The post war era has witnessed the growth of the multiples at the expense 
of independent and co-operative retailers. This has occurred at different rates and to 
different degrees throughout Europe. In the structurally advanced markets it has 
occurred to such an extent that they have been deemed saturated, and in some cases, 
oligopolistic in nature. Subsequently, the impact of environmental forces that shape 
the retail industry are focused upon. These include objective criteria such as the nature 
of the regulatory environment, and also, more subjective factors such as the socio­
economic climate and consumer trends. Finally, the outcomes of influences upon the 
retail environment are discussed, including the changing nature of the size and 
location of retail operations, and, the development of specific formats.
The third part of the chapter addresses the issue of the development of the SEM. It 
was felt that an overview of the development of the SEM and its impact upon the 
retail industry provided a necessary background to the subject matter. As noted later 
in this chapter, such a broad and complex topic could not be analysed in any great 
depth in this study. However, it was felt to be of enough importance to the main 
structure of the thesis to deserve some attention. Section 2.6 provides an introduction 
to the SEM and an assessment of the way in which it influences the retail industry.
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particularly in reference to the international activities of retailers.
It is the intention of both literature review chapters, namely chapters two and three, 
to provide evidence of a gap within current research that this thesis aims to address. 
The fundamental objective is to employ a progressive line of argument to review the 
literature. It is intended that the conclusions of this chapter, in conjunction with those 
of chapter three which focuses specifically upon internationalisation, will provide a 
summary of the stage that academic work focused upon international retailing has 
reached. The intention is also to justify the basis from which the empirical 
investigation of this thesis begins.
2.2 THEORIES OF RETAIL CHANGE
Brown [1987a], in his thorough review of theories of retail institutional change, states 
that this area of research was developed in the 1950s. It was originally based on the 
work of McNair who devised the Wheel o f Retailing [McNair 1931, 1958]. Brown 
notes that until relatively recently much of the research on retail development was 
based on evidence from North America, although subsequent research suggests that 
the theories may be applied to most developed countries.
There are a multitude of factors that influence retail institutions, of both an inter­
relating and mutually exclusive nature. Numerous theories have been devised with the 
aim of placing some order on this complex issue, and subsequently, to derive a set of 
explanations. Brown [1987a] has categorised three main types of theory; 
environmental, cyclical and conflict. Theories that explain institutional change in 
retailing as a consequence of contextual influences come under the umbrella of 
environmental theories. Those that employ the recurrence of a pattern are termed 
cyclical, and hypotheses evaluating the relations between retail institutions, particularly 
at a time of innovation, have been termed theories of conflict.
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2.2,1 Environmental Theoi*y
As the name suggests, the primary concept of environmental theory is that retail 
institutions are influenced by the conditions around them. A whole series of factors, 
including those of an economic, political, social, demographic, legislative and cultural 
nature, all play a part in shaping the character of the retail industry [Bartels, 1981; 
Schaffer, 1973]. Some influences may be directly related to a change in the retail 
environment, for example, the impact of new legislation related to store opening hours. 
Other factors may simply be a prerequisite for change, for example, the impact of 
societal acceptance of female waged labour and the subsequent demand for 
convenience products and more flexible shopping facilities.
Specific evaluations of transitions within the food retailing industry include Appel’s 
[1972] study of the development of supermarkets. The self-service format was 
imported to Europe from the USA, and part of its successful development is due to 
the influence of environmental factors. For example, the supermarket was a success 
due partly to the fact that the innovation was based on price competitiveness which 
was an issue of fundamental importance in an era of economic depression. Additional 
factors that facilitated the supermarkets success include technical advances, for 
example in product processing and packaging, and the accelerating rates of car and 
refrigerator ownership which allowed consumers to purchase goods in greater bulk. 
Brown’s [1987a] review emphasises the fact that much of the research into 
environmental influences places prominence on just one specific factor. He quotes, for 
example, the importance Thomas [1970] places on sociological influences, Beem 
[1971] on legislative restrictions, Steven’s [1975] on technical developments, and 
Bucklin [1972] and Wadinambiarattchi [1972] on economic factors. Thus, although the 
environmental school of thought suggests retail development is the outcome of a 
variety of wide ranging influences, research often highlights a predominant factor in 
the environment as being more important than the others.
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Following this line of argument, namely that retail institutions are the direct outcome 
of specific environments, it would appear possible to produce a forecasting model. As 
a comparison for example, there is evidence to suggest that some developing nations 
are following similar paths of service industry development as developed countries 
[Charles, 1993; Findlay, 1990; Goldman, 1974a, 1974b, 1981; Nicolaids, 1989; Santos, 
1979]. As a generalisation this may be true, however, it is clear that contextual 
circumstances are never identical. A variance in just one factor may produce a very 
different environment.
As previously stated, environments change over time as well as space, thus a retailer 
must not only be prepared for change in environmental conditions when expanding 
geographically, but also to respond to transitions over time. This concept is affirmed 
on a geographical level by evidence of the failure of retailers when insufficient credit 
has been given to the differences between national or even regional markets [Harris, 
1989; Kay, 1991a; Marcom, 1991; Weiner, 1989], and additionally, the fundamental 
difficulties faced by institutions who have failed to respond to temporal transitions 
[Arndt, 1972; Hoggan, 1989; Johnson, 1989].
The considerable use of ecological similes in conjunction with environmental theories 
is also noted by Brown. He cites Gist's [1968] and Davidson et al's [1983] Darwinian 
view. They suggest that only retail companies and formats most suited to conditions 
will survive. This implies that as environmental conditions change over time, the 
retailer must respond and develop appropriately if they are to survive. This idea has 
been furthered and includes concepts of retailers' relations being potentially of a 
parasitic or symbiotic nature. Thus, it is not just the wider environment that influences 
retailers, but also, the actions of their counterparts.
Critiques of such models are based primarily on the fact that retail institutions are 
subject to anthropogenic impacts, and thus follow a paradigm of possibilism, where 
as ecology, which is based in the natural world, is of a more deterministic character
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[Brown, 1987a]. Such a view implies that ecology does not impact upon the 
environment, but rather, changes to suit external conditions. However, the retail 
industry can impact upon and shape its environment as well as reacting to 
environmental changes. This aside, the environmental school of thought is fundamental 
to the understanding of structural change in the retail sector, and is frequently 
employed in conjunction with cyclical and/or conflict theories.
2.2.2 Cyclical Theory
Similarly to numerous other theories of development, (see for example, Alonso's 
[1980] Five Bell Shapes in Development), evidence has been cited to support the 
concept that the retail industry follows repetitive patterns of transformation. Four of 
the models most commonly employed are evaluated in Brown's critique, namely; the 
Wheel o f Retailing, the Retail Accordion, the Retail Lifecycle,and the Polarisation 
theory.
The Wheel of Retailing
This theory, which is based on the seminal work of McNair [1958], is essentially 
concerned with the way in which a retail format trades up. As a result, a gap is 
created in the lower end of the market which is then filled by a new low cost retailer. 
Fundamental to this model is the assumption that when initially entering the market 
place, the retailer does not have the resources to be anything but low cost, and thus, 
deals with low priced and limited range goods producing a low level status. As the 
retailer gains both capital and experience, a move up, in terms of circulation, products, 
location and services, is possible. Success at this stage enables the mature retailer to 
move increasingly up market. However, this may result in a vulnerable phase, when 
the institution is in a position of high cost and is based on quality. Efficiency may 
decline and this, combined with associated problems such as overly conservative 
management strategies for instance may result in the retail institution plunging into a 
state of decline (see figure 2.1).
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Evidence of such a cycle is the case of the supermarket. Market entry was as a low 
cost discounter, a format which over time increasingly traded up with high investment 
and emphasis on quality and service [Brand, 1967; Brown, 1988a, 1988b; Goldman, 
1975, 1976, 1978; Hollander 1960a, 1960b; Kaikati, 1985; Lord, 1984; Oxenfeldt, 
1960; Savitt, 1984, 1988]. In turn, this produced a gap at the lower end of the market 
that has subsequently been filled by the "innovative" discount format. Conversely, 
evidence also suggests that not all innovators enter at the low end of the market, an 
example being the high cost market entry strategy adopted by some convenience store 
institutions [Burt, 1989].
As Brown [1987a] remarks, the causes of the progression of the Wheel of Retailing 
are a contentious issue. Certainly environmental influences including the social, 
political and economic climate play a part. Other potentially influential factors causing 
the wheel to turn from the trading up to the vulnerability phase include; an increase 
in labour costs [Bucklin, 1983], a decrease in efficiency [Entenberg, 1962; Hollander, 
1980; McNair, 1958], the result of competition strategy [Bartels, 1981; Dreesman, 
1968], a reduction in management ability [Converse, 1959; McNair, 1958], and also, 
that it is due to a statistical quirk [Bucklin, 1972; 1983], and the law of nature 
[Berman and Evans, 1979]. There is evidence to suggest that due to the increasing 
trend of conglomeration occurring in the retail industry, institutions have become 
powerful enough to maintain their desired stage on the continuum of high to low 
status and the associated phase on the wheel of retailing [Mason and Mayer, 1984]. 
In such a situation the Wheel of Retailing would effectively stop turning.
The Retail Accordion
This theory hypothesises that retail forms follow a pattern; as figure 2.2 illustrates, at 
first the format is general, followed by a stage of specialisation, that over time reverts 
to general, and so the repetition goes on [Brand, 1967; Hower, 1943; Hall et al., 
1961]. Hollander [1966] has argued that this not only refers to the type of retail 
format, but also, to the extent of the product lines. Evidence of such a pattern.
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Figure 2.1
The Wheel of Retailing
Source: Brown [1987a], p. 11.
Figure 2.2
The Retail Accordion
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for example, is the transition from small independent grocers to supermarkets and 
superstores, followed by the re-emergent success of the small store in the convenience 
store format. It is noted, however, that superstore and convenience stores are not 
mutually exclusive. They co-exist and in actuality are complementary types of retail 
formats.
The Retail Lifecycle
This paradigm is based upon a model of development used in a number of theories, 
(see for example Rostow's [1960] four stages of economic growth, and the Malthusian 
theory of population growth and stabilisation, [McCleary, 1953]). Essentially, the 
common element is that development passes through four distinct stages; birth, 
growth, maturity, and ultimately decline [Davidson, 1970; Davidson et al., 1976; 
McCammon, 1975; Oxenfeldt and Kelly, 1968].
As figure 2.3 illustrates, innovators enter the market at the birth stage. Growth is slow 
at first, due to limited resources. However, as the retail company becomes established 
and increasingly efficient, so grovyth accelerates. This expansion period is later 
restricted due to increasing costs and competition, and thus, reduced efficiency which 
results in a levelling out of growth during the mature period of development. In the 
final stage, these processes are accelerated, and result in a decrease in market share 
and profitability. If left unchecked these trends will result in forced withdrawal from 
the market place.
Critiques of this model argue that the theory's deterministic nature ignores the 
influence of other variables, for example, the influence of management ability [Day, 
1981; Tellis and Crawford, 1981]. Secondly, although this pattern may exist at a 
general level, the actual duration of each stage may be difficult to determine [Day, 
1981; Dhalla and Yuspeh, 1976; Rossum, 1984], and thus forecasting becomes 
hazardous.
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Figure 2.3
The Retail Lifecycle
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Figure 2.4
The Polarisation Model
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The links between the Retail Lifecycle and the Wheel of Retailing have been noted 
[Davidson et al., 1983; Davidson and Smallwood, 1980; Dawson, 1979; McNair and 
May, 1976]. It has been suggested that there is an inverse relationship between them; 
whilst the Wheel of Retailing appears to be slowing, the duration of development 
stages in the lifecycle appears to be accelerating [Brown, 1987a]. Dawson [1979] cites 
evidence that whilst the supermarket format has taken 35 years to develop, the later 
innovation of the hypermarket has taken just a decade.
The Polarisation Theory
The Polarisation theory is illustrated in figure 2.4. The rationale behind this theory is 
the explanation of the seemingly dichotomous nature of some trends found in retail 
institution transformation. Brown [1987a] refers to the work of Dreesman [1968], and 
Kirby [1976a], who have analysed the concentration of market share by a few 
powerful retailers operating large scale stores and also the resurgence in the growth 
of small-scale shops.
These two trends at first appear to be contradictory and the outcome of opposing 
influences. When further evaluated however, evidence suggests that they actually 
reinforce one another. This is exemplified by the rise in the number of hypermarkets 
and superstores [CIG, 1990a-f; Dawson, 1984; Jones, 1984], which cater to the 
demand for long-term, one-stop shopping, and additionally, the increase in 
convenience stores [CIG, 1990a-f; Dawson, 1970], that provide top-up shopping 
facilities with long opening hours and accessible locations [Darden and Lumpkin, 
1984; Kirby, 1976b; Verdict, 1986; Worthington, 1988]. It is concluded that the two 
formats are complementary rather than competitive retail offers.
The main criticism of cyclical theories, is the fact that they deal with just a single 
factor; the Wheel of Retailing with the process of trading up from low to high cost 
types of retailing, the Retail Accordion with product range, and, the Polarisation 
principle with store size. Brown [1987b] suggests a more informative paradigm is the
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Multi-Polarisation model. This employs a number of dimensions and encompasses all 
three factors (see figure 2.5). This more complex theory is perhaps nearer the 
perspective of the environmental school of thought by way of the fact that a number 
of influences are evaluated which is closer to the situation in the real world.
2.2.3 Conflict Theory
The third major paradigm of institutional change in retailing evaluated by Brown 
(1987a) is Conflict theory. He states that competition is intrinsic to the capitalist 
system, not least in the retail sector. However, evidence suggests that it is not the day- 
to-day conflict between institutions that is fundamental, but rather, the effect of new 
innovations. These provide a catalyst for change in the competitive environment. An 
example is the disturbance within the food retail environment caused by the 
development of supermarkets. The self-service discount innovation was subsequently 
copied and became a strong force competing with independent grocers and co­
operatives [Appel, 1972]. The direct reaction by independent retailers to this 
competition brought about a subsequent innovation. The development of the voluntary 
group can be viewed as the outcome of an enforced reaction to the competition 
independent retailers faced [Dawson, 1985a; Fulop, 1962].
Brown [1987a] acknowledges that such a response is seldom immediate, and he has 
formulated a four stage model. First, there is a period of shock at the innovation, this 
is followed by defensive retreat, whereby the threat is denied, thirdly, the new 
environment is acknowledged and assessed, and finally, a strategy of adaption is 
employed.
Gist [1968] has moved on a stage further with his formulation of the Dialectic 
Process. In this he suggests that competitive institutional change follows the format 
of a thesis, being challenged by its antithesis, from which a synthesis is the final 
outcome. An example of this process quoted by Davies [1976] is the traditional 
independent grocer, the thesis, being forced to compete with its antithesis, namely the
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supermarket, with the eventual emergence of their synthesis, in this case the self- 
service grocery store. As Brown [1987a] concludes, the subsequent conclusion of 
conflict theory is that the retail environment is becoming increasingly heterogeneous.
2.2.4 Conclusion
Brown [1987a] has placed models of retail change into three broad categories. 
However, it is essential to note that these are by no means mutually exclusive and 
often a number of approaches are used simultaneously to explain the changes that 
occur in the complex situation of the real world. Perhaps most obviously, the impact 
of environmental influences can seldom be ignored, even when testing a purely 
cyclical or conflict theory. It is impossible to control circumstances to the extent that 
contextual conditions are not a contributory factor.
The underlying conclusion to this summary of the work that has produced and 
evaluated a number of theoretical frameworks by which to study institutional change 
in retailing, is that although each school of thought is useful in providing an insight 
into certain features, in order to carry out an in depth and practical evaluation of retail 
change, the most comprehensive method is to employ environmental, cyclical and 
conflict theories in synthesis. As this review has shown, a great deal of work 
evaluating retail development has already been carried out, however, as Brown [1987a] 
points out; ^Cross-national analyses, in particular, appear to offer many exciting 
possibilities fo r  future research', p. 29. There appears to be little evidence that this 
area has been comprehensively studied, and this, in conjunction with an interest in 
how and to what extent the establishment of the Single European Market in 1992 has 
influenced the food retailing sector is one of the motives for conducting this research.
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2.3 THE EUROPEAN RETAIL STRUCTURE
The European retail environment has undergone a series of structural transitions in the 
post war era. Some trends are evident throughout Europe whilst other developments 
are more apparent within or are idiosyncratic to particular nations. There certainly 
appears to be convergence in some structural trends. However, it has been suggested 
that compared to the manufacturing sector, which has a more transnational dimension, 
the retail industry remains diverse and localised in nature [Tordjman, 1995].
During the post-war era, three fundamental structural transitions have occurred in the 
European grocery retail sector, although to different degrees in different national 
markets. First, there have been changes in the relations within the channel of 
distribution, namely the relative power between retailers, wholesalers and 
manufacturers. The balance of power has shifted from the manufacturers towards the 
retailers, who as a result have more bargaining power with suppliers. In some cases 
retailers have become large enough to make the position of the wholesaler redundant.
Secondly, there has been a shift in the relative power between independent, co­
operative and multiple retailers. Levels of consumer demand have increased producing 
in a larger market to all intents and purposes, however, the growth of the multiples has 
resulted in traditional retailers and co-operatives losing overall market share. In the 
more structurally advanced markets independent retailers now posses a relatively small 
proportion of the market.
Thirdly, markets have become increasingly concentrated and as a consequence the 
issue of saturation has arisen. No where is this more apparent than in the food sector 
of the advanced European markets. Although these three factors have been discussed 
as separate trends, they are the out come of inter-related factors. For example, the 
increasing power of the retailers in the channel of distribution has led to the growth 
of the multiples, which in turn has resulted in increasing rates of market concentration.
34
Chapter 2: The Retailing Environment
2.3.1 Power Relations within the Channel of Distribution
A major structural transformation that has occurred over the past three decades has 
been the change in relations and relative power between manufacturers and food 
retailers [Bucklin, 1973; Grant, 1987; Hunt and Nevis, 1987]. This trend is directly 
related to the power struggles illustrated by increased competition between 
independent retailers, co-operative societies and the multiples. As Randal [1985] 
summarises;
'Traditionally, the manufacturer was the dominant partner using the muscle o f its 
consumer franchise, developed and maintained by heavy mass advertising, to dictate 
terms to the retailer^ [cited in Dawson et al., 1986, p.l].
The increase in the power of the multiples, and the related decline in the strength of 
manufacturers, has been dramatic. Duke [1989] has termed the present status of food 
retailers as being one of "retailer tyranny" over manufacturers. Changes in the level 
of concentration have occurred in absolute as well as relative terms. Whilst retailers 
have developed in terms of efficiency and effectiveness, manufacturers have in some 
cases become more fragmented in their structure [Shaw and Gibbs, 1995]. Empirical 
research conducted by Piercy and Alexander [1988] concluded that retailers themselves 
perceived they had more power in the distribution channel than manufacturers. Further, 
they felt that their relations with suppliers were not conflicting but of a co-operative 
and consultive nature. However, as Piercy and Alexander note, given the fact that the 
retailers perceived themselves to be controlling the relationship this is not surprising.
The underlying causes of such a situation have been evaluated by Dawson et al [1986] 
who suggest that as the multiples have gained power and market share, they have been 
provided with greater buying power and an improved negotiating position. There has 
also been a weakening in the absolute, as well as relative, position of the 
manufacturers. They attribute this decline to a reduction in manufacturing efficiency 
caused by insufficient investment in technology and product development.
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Dawson et al [1986] conclude that these two diametrically opposed trends have been 
reinforced by environmental influences. For example, the impact of the economic 
recession and the consequent consumer demand for price consciousness that began in 
the 1970s. This key element reduced brand loyalty, which enhanced the success of 
price-based retailer own label products. Increasingly, the own brand ranges of many 
retailers have moved towards the quality end of the market. However, there is still 
some competition from price based generic brands as offered by discounters. Further, 
the up-grading of some retail brands has in fact produced more, not less, competition 
for manufacturers.
Despite the general conclusion that retailers have increased their positions of power 
in the channel of distribution and now have greater control over suppliers, it should 
be noted that some manufacturers have developed into large scale and often 
international organisations. For example, of the six largest distribution firms in Europe, 
only Nestle and Unilever are larger than the largest retailers [Economist, 1995]. This 
suggests that manufacturers have increased their power. However, retailers have 
responded to the development of multi-national manufactures by forming international 
buying alliances and so are once again exerting their power over the manufacturers.
2.3.2 Development of the Multiples
The last thirty years has witnessed a battle between types of retail organisation. The 
independent retailers, who have traditionally held the majority of the market share, the 
co-operative societies, and the large multiple organisations. The winners in terms of 
market share are most certainly the multiples who through greater economies of scale 
and increased efficiencies have been able to gain a greater share of the market 
[Akehurst, 1983, 1984; Baden-Fuller, 1984]. The growth of the large scale multiple 
retailers has been at the expense of the independents and co-operatives whose share 
of the market has been in decline [Bamfield, 1987; Davies et al, 1984; IGD, 1993a; 
McHugh, et al., 1993; Sanghavi and Treadgold, 1990].
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The extent to which the multiples have grown and the traditional retailers and co­
operative societies have declined differs geographically. The three categories of 
retailers hold various positions of relative power throughout the EU [Treadgold, 1989]. 
The highest levels of market concentration occur in the structurally advanced markets 
of the UK and Germany. This is followed by structured markets such as France and 
the Netherlands. Markets in the southern EU such as Spain and Italy, have 
significantly lower levels of grocery market concentration [CIG, 1990a-f]. In these 
markets independent retailers and voluntary groups play a much more prominent role, 
although the multiples continue to increase their presence. Although the extent to 
which this structural trend has occurred differs within Europe, the fact that its direction 
is uniform throughout the EU is confirmation of its fundamental significance.
Evidence of structural transformations may be conclusive, however, the underlying 
prerequisite and causal factors have been the source of contention. Kacker [1986] has 
placed importance on the process of urbanisation. Urbanisation and subsequent 
suburbanisation, prevalent in much of western Europe [Champion, 
1981,1987,1989a,1989b; Fielding, 1982; Long, 1980; Vining and Kontuly, 1978], has 
not only led to changes in the location patterns of retailers, but also, to the 
development of types of retail formats as a result of consequent transitions in lifestyle 
and consumer demand [Burt, 1989; Sanghavi and Treadgold, 1990].
Since the 1960s the number of supermarkets, superstores and hypermarkets has grown 
enormously [Alexander, 1988a; Davies et al., 1984, 1985; Davies and Sparks, 1989]. 
These innovative formats are predominantly owned by multiple groups that had 
sufficient capital to invest in a large scale organisation. Independent retailers did not 
on the whole have sufficient capital to pursue a strategy of large scale operations. The 
trend of large chains of large scale operations is a direct consequence of the contextual 
environment and has resulted in a major increase in market share being acquired by 
the multiples.
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Problems of congestion, urban rent prices and consumer demand [Potter, 1982] have 
increasingly resulted in the emergence of one-stop shopping formats located on 
convenient out of town sites. These formats are on such a scale that the smaller 
operations of independent retailers could not hope to directly compete. Despite the size 
of some of the co-operatives, many did not possess the capital or management 
structure to pursue such innovations, and they too lost out as the multiples profited.
As a result of the growth in large-scale shop formats and the decline in the small-scale 
sector, the number of actual stores has decreased dramatically over the last thirty years 
[CIG a-f, 1990; Thomas, 1991]. The number of stores per thousand population is used 
as a measure of the level of retail structure development. The theory is that initially 
as the retail sector develops, the number of outlets increases in order to serve greater 
consumer demand. However, due to the development of larger scale operations with 
each store able to serve greater numbers of customers, the actual number of outlets 
begins to decrease [Davies and Whitehead, 1993,1995]. This relationship is illustrated 
in figure 2.6.
As a reaction to the competition from the multiples the independent retailers fought 
back in an attempt to save their positions within the market. In most European 
countries public policy has often favoured traditional, independent retailers, although 
to varying degrees [Commission of the European Communities, 1977; Dawson, 1983a, 
1985b]. For example, restrictive planning and land-use zoning regulations have been 
introduced in Germany, the Netherlands and the UK, with the ultimate aim for 
enhancing the prospects of small stores by limiting organic growth opportunities of 
large-scale stores [Kacker, 1986]. A well documented piece of this type of legislation 
is France's Loi Royer, which was employed as a barrier to hypermarket growth [Burt, 
1984; Dawson, 1976; Fries, 1978; Smith, 1973]. However, Burt [1985] proposes that 
this, and similar legislation found elsewhere, have done little to halt the acceleration 
of hypermarket growth specifically, and multiple dominance in general.
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An additional attempt to combat the multiple retailers has been the organisation of 
independent retailers into voluntary groups [Fulop, 1962]. The primary function is to 
provide independent retailers with the benefits of economies of scale and the 
efficiencies derived from greater bargaining power with manufacturers [Kacker, 1986]. 
The co-operatives have followed a similar course of action in an attempt to increase 
their competitiveness.
A consequence of the fight for power between multiple and independent and co­
operative retailers is the polarisation of operating scales. As previously noted, the 
multiples devised large scale formats of supermarkets, and subsequently hypermarkets 
and superstores, mainly located on out-of-town green-field sites. Alternatively, the 
independent and voluntary chain stores are small scale specialists, usually situated in 
town centres, and convenience stores located in neighbourhoods. Dawson's [1985a] 
evaluation of this seemingly dichotomous trend suggests that these two types of 
operating scale meet different consumer demands. Each gains benefits not applicable 
to the other, and in the most part, they are complementary formats. When the small 
scale retailers realised they could not hope to compete with the multiples by direct 
competition, most sought a strategy of differentiation from the type of retail offer of 
the multiples. By offering either a specialist offer or convenience in terms of location 
and/or opening hours they were offering a different service from the multiples and thus 
not in direct competition.
2.3.3 Market Concentration and Development
As the power within the channel of distribution has shifted towards the retailers, and 
as the multiples have grown in strength and dominated the market, there are increasing 
levels of market competition. This in turn results in higher levels of market 
concentration. Essentially, a smaller number of larger organisations are responsible for 
a larger proportion of the market. Kacker [1986] has stated that levels of market 
concentration have increased throughout Europe since the 1970s, although to varying 
degrees in different national markets.
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Figure 2.6
The Effect of Development on the Number of Stores
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Figure 2.7
The Effect of Development on the Number of Retail Businesses
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Femie [1992] has suggested that the level of market concentration is related to the 
stage of development of the retail sector. Thus, higher levels of concentration are most 
apparent in the more structurally advanced markets of Northern Europe, particularly 
the UK and Germany. The number of retail organisations is used as a measure of retail 
structure development similarly to the number of stores per thousand population. As 
figure 2.7 illustrates, initially development of the retail industry results in the number 
of retail businesses increasing. However, as development continues the market 
becomes increasingly concentrated. This is due to higher levels of competition and the 
fact that some retailers are forced out of the market or are acquired by other 
companies. As the market becomes more developed there are fewer, but larger, retail 
organisations [Davies and Whitehead, 1993, 1995].
As previously noted, although there are many similarities in the retailing environments 
of European countries and there is evidence of trends that exist throughout the EU, 
Europe can certainly not be viewed as one homogeneous market. The result of national 
differences are apparent in a whole variety of ways including those of a socio­
economic, political, legislative and cultural nature, as well as specific factors of 
consumer demand. This has resulted in a fragmented market structure within Europe. 
The level of structural development within national markets varies considerably as 
does the level of market concentration.
As illustrated in figure 2.8, Tordjman [1995] has offered a four stage classification of 
the level of structural development of European retail environments. Using Eurostat 
figures, the typology is based upon the number of businesses per 10,000 inhabitants. 
There are numerous ways in which the level of structural development can be defined, 
however, this seems to be a reasonable measure as it accounts for both the size and 
characteristics of the market. The implication is that a more developed market has 
fewer outlets per capita because they are larger scale operations.
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For example, in Tordjman’s analysis of European markets the UK has 61 companies 
per 10,000 population implying a very developed retail structure. In contrast, the 
underdeveloped retail market of Greece has 174 businesses for the same number of 
people. The number of businesses implies the nature of the retail structure. Whilst 61 
retailers per 10, 000 population suggests they are large scale multiple organisations, 
a figure of 174, as in the case of Greece, implies a more traditional structure of 
independent small scale operations.
Tordjman [1995] classifies Greece and Portugal as traditional retail markets. Their 
attributes include low levels of market concentration, no market segmentation and little 
implementation of technology. Retail businesses are characteristically small scale 
family run enterprises with low turnover. However, it is noted that even in these 
markets the relatively recent entry of foreign retailers transferring new formats has 
impacted both upon the nature of the host country and the indigenous retailers 
[Boutsouki et al., 1995].
The second stage of development are the intermediary markets which include Spain 
and Italy. Tordjman [1995] describes such markets as consisting of predominantly 
independent retailers. The market trend is towards increasing concentration. 
Wholesalers and voluntary chains still hold a relatively powerful position within the 
channel of distribution. Foreign retailers may hold a strong presence, for example, as 
in the Spanish food sector where French hypermarkets are the market leaders.
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Figure 2,8
The Stages of Retailing Development
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The third stage of retail development is defined as structured, examples being France 
and the Netherlands. Market characteristics include large outlet size, high levels of 
market competition and concentration, and greater productivity per employee. 
Retailers have greater power within the channel of distribution relative to suppliers, 
the implementation of technology has resulted in increasingly sophisticated strategies 
of competition, and the process of internationalisation has introduced new retail 
concepts and formats.
The final stage in Tordjman's model is advanced retailing. He cites Germany and the 
UK as being the most structurally advanced retail markets within Europe. The 
characteristics include the most concentrated markets with the smallest number of 
stores per inhabitant. Outlets are both large scale and have more employees per store. 
Notably, whilst the German companies are the largest in Europe in terms of turnover, 
the UK retailers have the highest profit margins within Europe. The advanced market 
is also strongly segmented with superstores, supermarkets, hard discounters and 
convenience stores all competing with each other as well as within these segments. 
Technology is implemented to improve efficiencies and the competitive position.
High levels of market concentration are far more apparent in the food sector than most 
non-food sectors. The grocery sector is dominated by large scale operations that 
between them account for a large proportion of the market. Estimates of actual levels 
of market concentration in the food sector vary and are dependent upon both the 
source of the analysis and also the definitions used when gathering the data.
The proportion of the food retail market accounted for by the top retailers is greater 
in the more structurally advanced markets. For example, Tordjman [1995] has 
estimated that the largest five food retailers in the UK account for 45% of the market, 
in France the figure is 40%, Germany 40%, the Netherlands 44% and Italy 20%. 
These figures are relatively conservative in relation to other estimates, but they serve 
to illustrate the relationship between level of development and rates of market
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concentration. For example, whilst the top five retailers in Italy which is an 
intermediary market account for just 20% of the market, in the UK, an advanced 
structure, that level is more than doubled. It has been suggested that concentration has 
occurred to such an extent in the UK market that it has become oligopolistic in 
character [Baden Fuller, 1982; Duke, 1989].
2.3.4 In Context: The European Market
The competition between independent, co-operative, and multiple retailers, and the 
changing relations between manufacturers and retailers within the channel of 
distribution, have both been well documented. However, the establishment of the 
Single European Market in 1992 has created a new contextual environment which will 
influence and be influenced by both these trends. It has been suggested by Tordjman 
[1995] that Europe is increasingly witnessing competition within types of retailing. 
Further, as has occurred in the US market, increasingly there is competition between 
retail formats.
It is likely that multiples will increase their market share and power through 
economies of scale, by either direct cross-border expansion, and/or joining an 
international alliance or buying group [Lowe, 1992; Robinson and Clarke-Hill, 1993 a, 
1995a, 1995b]. However, manufacturers also have the potential to develop on a 
European scale, thus the conflict looks set to continue and perhaps accelerate in the 
post-1992 environment. The shift in power from manufacturers to retailers is likely to 
instigate keen vertical competition within the channel of distribution and create the 
conditions for what Tordjman [1995] has called bilateral oligopolies.
It has been stated by Tordjman [1995] that during the 1980s European retailers sought 
to expand by implementing a strategy of diversification. However, the increasingly 
competitive environment of the 1990s has led to retailers focusing upon core 
competencies and increasingly following a strategy of concentration. Reasons for 
diversifying include creating new consumer demand by presenting a new offer, to
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spread risk, and to exploit know-how by transferring skills to another sector. Although 
it has become a less popular expansion strategy, Tordjman cites Management Horizon 
[1992] figures that indicate some European food retailers still gain a large proportion 
of their turnover from non-core activities. Indeed Metro of Germany gain half their 
turnover from activities outside their core retail offer and Auchan of France 22%.
2.4 STRUCTURAL TRANSITIONS; FACTORS OF INFLUENCE
Further to reviewing the structural trends of the European food retailing environment, 
the objective of this section is to evaluate other factors impacting upon the food 
retailing sector. It would appear that the majority of work focused upon transitions in 
the retail environment has been from either a structural or a spatial approach. 
However, Dawson [1984], Sparks [1990], Brown, [1987c], Jones and Simmons [1987], 
Laulajainen [1987] and Ghosh and McLafferty [1987] have all drawn attention to the 
concept of using a spatial-structural approach in describing retail transition and 
development. The changing socioeconomic environment, on both a temporal and 
spatial dimension, is cited by many as being the underlying basis of shifts in the 
nature of the retailing environment [Beardsworth and Keil, 1992; Beaumont and 
McLaurin, 1989; Sanghavi and Treadgold, 1990; Teare, 1989; Wickenden, 1992]. The 
influence of such contextual factors are evaluated as being causal of changes in 
lifestyle and consumer behaviour.
In addition, technology has had a fundamental impact upon the development of the 
retail industry. Improvements in facilities related to logistics and distribution has 
encouraged the development of large scale retailers operating on a national and even 
an international basis. Other individual advancements, such as the development of 
electronic scanning, have had a fundamental influence on the nature and capabilities 
of retailers.
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2.4.1 The Consumer Market
In Burt's [1989] analysis of trends within European retailing, the major factors of 
influence on the changing consumer market have been divided into those of 
demographic, socioeconomic and lifestyle trends.
Demographic
Evidence derived from secondary source data suggests that the size and location of 
specific consumer market segments within Europe are changing. At a general level the 
two main demographic features are a decline in population growth and an ageing 
population [Bosenberg, 1989]. Both of these have an impact upon the nature of the 
consumer market and on consumer demand.
In conjunction, the influences of migration is also altering the nature of the European 
market. Post-industrial Europe has seen a reduction in the scale of international 
migration, whilst intra-national migration has increased. The last decade witnessed the 
impact of counter-urbanisation and transitions in the core-periphery structure of 
Europe; whilst some regions have sunk into decline others have moved from a 
periphery to a core position. The impact of the SEM, essentially the erosion of 
boundaries between member states resulting in freedom for the population to live and 
work anywhere within the EU has the potential to dramatically alter this pattern.
Socio-economic
The socioeconomic climate clearly influences the nature of consumer demand. For 
example, Burt [1989] has noted that the increasing domination by the service sector 
within Western Europe is resulting in new work patterns; first, an increase in the rates 
of female waged labour, aided by more non-discriminatory legislation, the changing 
nature of work and societal acceptance of a women's role outside the household; 
secondly, the service industry is prone to activity peaks and so part-time and seasonal 
labour is becoming more common; thirdly, higher rates of unemployment are evident 
partly due to structural change in the post-industrial era; fourthly, these factors result
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in the increasing polarisation of income distribution; and lastly, the impact of 
technology has had a fundamental impact on the nature of consumer demand, an 
example being the impact that accelerating rates of car and refrigerator ownership has 
had on the grocery retail sector.
The intensity and pace of demographic and socioeconomic trends varies both between 
EU nations and between regions. Burt [1989] has concluded that although data from 
Eurostat and other sources illustrates there is increasing regional convergence, 
socioeconomic disparities are still very much evident on a spatial dimension. Evidence 
from research investigating grocery shopping behaviour in the UK suggests that two 
of the most fundamental influences on consumer behaviour are the influences of time 
and mobility. This study also found a correlation between area of residence and 
variables of attitude, thus emphasising the link between consumer demand and 
socioeconomic status [Hallsworth, 1991].
Lifestyle Type
As Burt [1989] has noted; 'changes in retailing are inextricably linked to changes in 
consumer activity' [1989, p.3]. When evaluating retail institutional change links with 
consumer behaviour and lifestyle type are of fundamental significance. Research has 
been carried out to assess temporal transitions in lifestyle. Much of this research has 
been based in North America and very little has been focused on the grocery industry 
in particular. However, the link between lifestyle type and consumer behaviour is a 
very visible one, not only in terms of the products demanded, but also in the type of 
store format, location, opening hours, services and ambience required.
Evidence suggests changes in food choice can be explained on a social basis [Gofton, 
1992]. Transitions in the structure of society influence consumer demand. The 
symptoms of social change are also instrumental, for example, transitions in 
relationships within the household due to factors such as increasing rates of female 
waged labour result in changes in the nature of consumer behaviour.
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The factors that influence lifestyle type and consumer behaviour are numerous. Teare 
[1989], for example, has evaluated the impact within Europe of increasingly multi­
racial societies, closer involvement between EU countries, greater opportunities for 
travel, mobility through employment, educational opportunities, media attention and 
the consequent public concern over diet, health, food safety and environmental 
considerations. The impact that such multifarious factors have on consumer demand 
is indisputable. It has been suggested that transitions in consumer demand are 
diversifying and accelerating rapidly [Beardsworth and Keil, 1992].
Consumer demand is related to demographic and socioeconomic conditions, however, 
it is proposed that the specifics of consumer behaviour are best evaluated by studying 
lifestyle trends [Burt, 1989]. Maslow [1954], whose work has been considered as 
seminal, suggested that behaviour is determined by a hierarchy of needs; 
psychological, safety, social esteem, and self-actualisation. In addition. Stone [1954] 
identified four types of consumer specific to the retail industry; the economic, the 
personalising, the ethical and the apathetic shopper, each one driven by different 
motives. The concept of the lifecycle has been viewed by many as a more accurate 
determinant of behaviour than singular factors [Lansing and Kirsch, 1957; Wells and 
Gubar, 1966]. The reason is that the lifecycle simultaneously includes the factors of 
age, income, household size and even location type. Such features are able to be 
quantified ,and thus, more easily measured.
Societal change in terms of activities, opinions, values and attitudes are also of a 
fundamental influence on consumer behaviour, but are less easily quantified. Much of 
the research in this field has been carried out in North America and consequently 
when applying results in a European context differences in culture must be taken into 
account. A variety of models have been employed [see for example; Arndt, 1986; 
Bloomstein et al., 1980; Foxall and Haskins, 1986; Verhallen and van Raaij, 1986]. 
Two of the main paradigms used to establish lifestyle typologies are the A.I.O. 
framework, incorporating the attitudes, interests and opinions of respondents
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[Plummer, 1974], and the V.A.L.S. (value lifestyle) typology [Mitchell, 1978, 1983]. 
This model defines consumers as being essentially; Need-driven, when the choice is 
essential, not preferential; Outer-directed, they hold traditional values and concern 
over how they are perceived in society; or Inner-directed, when consumers are 
individualistic with aims of self-fulfilment.
Lifestyle type studies have been carried out at a regional, national and international 
level. A study of the European consumer market by the CIG [1988] concluded that 
there exists; 'a tremendous diversity o f consumer tastes and behaviour, both within and 
between member states' [p. 69]. Further they propose that; 'broadly homogeneous 
groups do emerge, the "international businessman", or the "yuppy", but national, 
regional, social and other tribal differences persist everywhere in Europe' [p. 69].
A study carried out by de Jouvenal in the mid-1980s concluded that; 'Europeans are 
looking fo r  a way o f life which reconciles quantity, quality, industry and ecology, 
autonomy and security, assistance and liberty' [de Jouvenal 1986, in Burt, 1989, 
p.291], thus confirming the trends in lifestyle type on a European scale.
Even at an anecdotal level there is evidence to suggest that the success of many 
superstores and hypermarkets is based on using a strategy of targeting lifestyle groups 
of consumers. For example, the importance of price based ranges for some retailers, 
the promotion of politically correct ideals in terms of environmentally-friendly 
products, healthy eating and food safety assurances by other retailers, and, the 
convenience provided by increases in technical ability and consequent benefits to 
customer service, such as a reduction in check-out queues due to laser-scanners and 
the option of receiving cash when paying on a direct debit card.
Research into consumer trends in the EU carried out by Coopers and Lybrand [1989] 
determined that although there are strong regional and national trends, there are also 
emergent trends on a European scale. They identified five major consumer trends;
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Wellness, a concern with health and the environment. Home Centredness, an 
involvement with the family and home environment, Euroness, a desire to be actively 
involved in European culture. Technology, implemented to search for time, information 
and identity, and Expertism, the cultivation of the image of an expert [Gibson and 
Barnard, 1989]. Thus, within the European mass market it appears that there are 
segments of the consumer market that transcend national borders.
It is clear that lifestyle types and consumer behaviour vary on both spatial and 
temporal dimensions, emphasising the fact that they are related not just to quantifiable 
variables such as age, income, and household structure, but also more abstract factors 
such as culture and personality traits. The study of the fragmentation of the mass 
consumer market in this way has provided evidence of certain homogeneous sectors. 
A reduction in growth within the food market as a whole has provided the impetus for 
research into the demands of niche sectors within the heterogeneous consumer market. 
Examples include value ranges, convenience foods, organic produce and 'green' 
product ranges.
Further, it is not just specific product ranges that are used to target consumer 
segments, the offer of the retailer themselves may also be tailored to specific consumer 
requirements. For example, retailers may try to attract particular consumer groups by 
advertising the services they provide, such as baby-changing facilities or wine clubs, 
by their convenience and accessibility of location and opening hours, in terms of the 
store ambience, their offer and code of ethics which all help to define their overall 
store image [Burt, 1989].
2.4.2 Technological Developments
The advancement of technological developments in recent decades has had a major 
impact on the food retailing industry. The impact of new technology is evident in a 
variety of spheres, both those directly related to the retailing industry and also wider 
implications, for example, the increase in car ownership which has facilitated out of
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town shopping. One of the most important ways in which technology has shaped the 
retailing industry is the advancements in logistics and distribution. This covers a wide 
ranging number of factors, from the development of regional distribution centres 
(RDCs) and all the consequent benefits in terms of savings from efficiencies, to the 
advancement of transport facilities reducing the time products take to be distributed.
Electronic scanning systems are another technological advancement that have wide 
ranging implications for the retailing industry. Not only do they produce cost 
efficiencies by reducing the time stock is held, but they have also been used to 
produce consumer databases and so target specific consumer segments. Technological 
developments that impact upon the food retailing industry include methods of 
analysing direct product costs, optimal sales space and other in-store computing 
facilities, packaging techniques, biotechnology and intensive farming procedures.
Logistics and Distribution
Femie [1992] has defined three major changes have occurred in the physical 
distribution systems of retailers; first, the increase in centralisation of stock, secondly, 
retailers increase in power within the supply chain, and thirdly, the rise in the number 
of retailers who are externalising the distribution function by contracting out [Femie 
and McKinnon, 1991; McKinnon, 1991; Osbome, 1989; Sparks, 1985, 1988]. The 
underlying basis for these changes include macro-environmental factors [Dawson, 
1982; DITB, 1980], such as the rise in transport costs and the high interest rates of the 
1970s, and structural transitions in the industry, for example, the intensifying levels 
of retail concentration, especially in the grocery sector.
The centralisation of stock has been achieved primarily by the establishment of 
strategically sited RDCs. The goods are transported to the stores in specifically 
designed trailers, which are able to keep the foodstuffs at the required temperatures. 
There appears to be a direct correlation between new distribution systems, such as 
RDCs or composite warehouses, and higher levels of retailers contracting out [Fernie,
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1992]. The benefits of technologically advanced distribution systems include a 
reduction in costs [Mercer, 1993] and less stock being carried in stores due to 
efficiencies in stock control and delivery, reducing the risk of goods perishing on the 
shelves [Abbott, 1992].
Cooper et al. [1992] have claimed that British retailers employ the most developed, 
high cost and highly efficient logistics systems within the EU. Mainland Europe has 
a lower level of centralisation and fewer retailers contract out the distribution element 
[Femie, 1994, 1995]. This is in part due to the fact that the continental grocery market 
is less concentrated than in the UK [CIG, 1993]. Although rates of concentration are 
likely to increase, other factors also influence the degree of centralisation.
Advanced operational structures are due to particular characteristics. For example, it 
is in part dependent on the geographical spread of stores, the cost structures, and the 
type of retail format. Cooper et al. [1992] have suggested that RDCs offer a more 
limited application in both France and Spain because the retail structures are mainly 
based on the hypermarket format. As the number of stores are fewer and more 
dispersed than the highly concentrated network of superstores in the UK, they are not 
able to efficiently support the cost of a RDC.
Relatively recent advances in information technology (IT) have changed the way in 
which stores are run. Computing and communication facilities are now relatively cheap 
and efficient. The use of them in store management eliminates much of the previous 
paperwork [Dawson, 1983b; OFT, 1982; Sawers, 1983]. This not only improves 
efficiency, but also aids the standard of customer service [Lester, 1992]. In the 
increasingly competitive environment of food retailing, such edges in efficiency are 
becoming even more necessary to succeed.
With the establishment of the SEM, and the consequent lifting of technical, fiscal and 
physical barriers to trade within the EU [IBI, 1989], the potential for cross-border
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expansion of stores and internationalisation of product sourcing is enormous. However, 
as the geographical scale of the market increases, so too does the complexity of the 
distribution network [Marketing, 1991]. This is exemplified by the development of the 
European Retail Alliance (ERA), the primary members of which are Argyll (UK), 
Ahold (the Netherlands) and Casino (France). In conjunction with buying agreements 
and the sharing of technical and marketing skills, the ERA are examining the 
possibilities of developing a European own label brand. Obviously the impact of such 
a strategy on the physical distribution network would be huge [Pellew, 1990].
Femie [1995] has stated that to produce efficiencies it is necessary for retailers and 
suppliers to work in a more collaborative manner. An example of the way in which 
this is occurring is the joint development of own label products. He suggests that a 
key determinant of the extent to which retailer-supplier collaboration develops is the 
implementation of IT. The transfer of information and even synergies in terms of 
business functions are available by means of electronic data interchange (EDI). 
Alexander [1994b] suggests that the implementation of EDI not only increases the 
efficiency of retailers but can also be used in the interaction between retailers and 
manufacturers within the channel of distribution. Thus, investment in IT can promote 
and enhance such developments whilst a lack of facilities may constrain them. It has 
been suggested that there are a number of factors that inhibit the adoption of EDI. 
These include, for example, the cost involved, the lack of comprehensive industry 
standards, and the reluctance of management to introduce new techniques [Bamfield, 
1994; GEA, 1994].
Walker[1994] has suggested there are four types of factors that influence the adoption 
of EDI, those that are prerequisite conditions for the implementation of EDI, those that 
shape the use of EDI, and, inhibiting and accelerating factors. He suggests that the UK 
is the most developed market in terms of its use of EDI, the French and German 
markets are increasing their use, whilst the Italians make relatively little use of EDI 
due to inhibiting factors such as the cost and inertia from senior management.
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Electronic Scanning Systems
A technological advancement that has played a major part in the development of 
grocery store efficiency is electronic scanning systems. Evidence suggests that 
electronic-point-of-sales (EPoS) services can enhance sales and reduce operating costs 
[Chain Store Age Executive, 1992]. Further, EPoS can be used to enhance space 
management and store layout and also to provide data on which Direct Product 
Profitability (DPP) may be based [Lewis, 1989]. Analysis of the impact that EPoS 
systems have had in Mammouth hypermarket in Osny, France, reveals that efficiency 
and customer service have increased [Retail and Distribution Management, 1989].
Additionally, EPoS creates a consumer database which is of potential advantage to the 
retailer. Not only can this information be used to improve the stores’ offer, but it may 
also be employed on a larger scale to help with more precise targeting of advertising 
[Cobb, 1990]. The technology used for EPoS has helped to develop customer loyalty 
schemes, such as Tesco's Club card and Sainsbury's Reward Card.
Research conducted to analyse the nature of EPoS over a ten year period in the UK, 
France, Germany and Italy was concluded in 1989. It revealed that France and the UK 
had been most keen to use EPoS systems. Perhaps more importantly, it concluded that 
the SEM would act as a catalyst to the further development of EPoS, due primarily 
to intensified competition [Lewis, 1989].
Packaging
Packaging processes have also advanced as a result of new technological techniques 
[Mapleston, 1992]. Issues of product safety [Morkes, 1991] and the use of 
environmentally friendly materials and processes have become increasingly important. 
Technological advances are also allowing more innovative packaging, which is linked 
to brand loyalty and product success [Banham, 1990; Bond, 1992; Cobb, 1992; 
Gofton, 1989; Kreitzman, 1988; Miles, 1992; Retail Week, 1996; Thomas, 1993].
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Biotechnology
Developments in biotechnology allow intensified farming methods to produce higher 
yields at lower costs. Although this objective has been successful in many areas, 
problems have arisen. Intensified methods of production may result in produce of a 
lower standard, and in conjunction, there have been various associated food scares. A 
study of consumer perceptions of dairy products from cows treated with a genetically 
engineered hormone BST, illustrate that biotechnology may have a significant and 
detrimental impact on consumer behaviour [Brookes and Young, 1992].
Impact on Employment
Technology has had a fundamental impact on employment within the European food 
retailing environment. Various examples have highlighted the benefits in terms of cost 
savings and efficiency. It has been argued that technology, for example, the 
introduction of electronic scanners, has altered the employment structure of the retail 
industry and has caused job losses due to increased levels of automation [Dawson, et 
al., 1987; Lewis, 1985; Sawers, 1985; Sparks, 1983, 1987]. Dawson et al. [1987] state 
that job losses in the retail trade due to technological change were first specifically 
investigated in the late 1970s [Distributive Trades EDC, 1982, 1985].
The impact of job losses due to the introduction of EPoS systems has been felt most 
by check-out operators [Dawson and Sparks, 1986; French, 1980]. A significant 
proportion of these workers are women and employed on a part-time basis [Gregory, 
1987; Sawers, 1985]. Examples of this trend are evident throughout Europe [Ahlin, 
1985; Bailey, 1990; Bartels et al., 1985; Bennett, 1982; European Communities, 1985; 
European Foundation for the improvement of Living and Working Condition, 1985; 
Fleury, 1985; Gale, 1980; Hardisty, 1983; Scholte, 1978; Soloway, 1985; Taylor et al., 
1985], and as less advanced markets continue to develop, it seems likely the trend will 
continue.
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2.5 STRUCTURAL TRANSITIONS: INFLUENCE UPON THE 
RETAIL SECTOR
The response of retailers to environmental changes has resulted in the particular 
characteristics that represent the contemporary character of food retailing. Features of 
notable interest in Europe include the dichotomous trends in store size, the 
development of particular store formats in different markets, and locational issues, 
particularly the move from the high street to out-of-town green field sites.
As previously noted, food retailing groups have grown dramatically and now account 
for the majority of the largest retailers in Europe based on turnover and also profit. 
Whilst the general trend has been for stores to increase in size, for example, the 
development of the superstore format in the UK and the hypermarket in France, other 
formats of a smaller scale have also emerged, for example, the convenience store 
concept. Increasing competition between retailers and the up grading of retail offers 
has resulted in the development of the hard discount format. As retailers have up 
graded their offers in the more developed markets they have consequently produced 
a gap at the lower end of the market (see The Wheel of Retailing section 2.2.2). This 
gap in the market has been filled by the emergence and subsequent internationalisation 
of hard discounters.
An additional outcome of the competitive environment and increasing power of 
retailers is the development of own label products. Own brands have become 
important in more structurally advanced markets. The initially price orientated products 
ranges are increasingly based on quality. They offer advantages of differentiation, 
consumer loyalty and added value to the retailer. In an attempt to meet consumer 
demand retailers have identified a number of trends. In addition to the concerns for 
price and quality, retailers have developed convenience and environmentally friendly 
product ranges. Retailers are increasingly considering issues relating to healthy eating 
and food safety in order to follow trends in consumer demand.
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2.5.1 Store format, size and location
Some European markets have relatively regulated retail environments when compared 
to other markets such as the USA [Kacker, 1985]. Evaluations of the changes in US 
legislation that have impacted upon the retail sector [Hallsworth et al., 1995; Wrigley, 
1992] help to place the European environment in context. For example, in the USA 
the impact of the 1936 Robinson-Patman acts had the effect of reducing the power of 
retailers in the channel of distribution by restricting their negotiating power with 
suppliers [Hallsworth, 1990, 1992]. The absence of similar legislation within Europe 
resulted in European retailers having greater opportunity to increase their power within 
the channel of distribution.
Primarily, legislation has been used in three main areas within the retail sector. First, 
to protect the positions of traditional, small scale retailers, secondly, to protect the 
rights of retail employees, and thirdly, in relation to land-use planning. The locational 
element of retail has been particularly focused upon [see for example; Berry and Parr, 
1988; Brown, 1992; Davies, 1976, 1984; Davies and Rogers, 1984; Dawson, 1980; 
Ghosh and McLafferty, 1987; Guy, 1980; Hallsworth, 1993; Jones and Simmons, 
1987,1990; Potter, 1982; Wrigley, 1988]. Much of the legislation specifically relating 
to the retail sector regulates the development of new stores. In particular legislation 
has been introduced to control location, opening times, and competition.
Despite the implementation of legislation to regulate the retail environment, it has 
certainly not stopped the development of large sale retailing and regulations are not 
homogeneous throughout Europe. Some legislation has worked against specific 
formats, for example, the Royer law in France which restricted the development of 
large out of town hypermarkets in order to protect the small scale traditional food 
retailers. Other legislation has benefitted certain retail offers even if this was not the 
intention. Tordjman [1995] cites the example of the success of the German hard 
discounters partly due to the restrictions placed on large out of town stores, to the 
detriment of their competitors operating hypermarkets.
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The apparently dichotomous nature of store sizes, the development of both large scale 
superstore and hypermarket formats, and conversely, small-scale specialist, 
convenience and discount style shops, has been noted previously (see section 2.2.2; 
The Polarisation Theory). Evaluations of prerequisite and causal factors of 
hypermarket and superstore development, primarily in the last 15 years or so, have 
been well documented [Associated Dairies, 1987a, 1987b; Brown and Bell, 1986; 
Dawson, 1984, 1985b; Fensholt, 1988; Hallsworth, 1992; Jones, 1981; URPI, 1976]. 
Similarly, analysis and case studies of locational trends have also been carried out 
[Jones, 1981; Laulajainen, 1988a, 1988b; Sparks, 1990].
The size of stores has grown enormously over the last 20 years, particularly in the 
food sector [Dawson, 1984]. For example, the average floor space of superstores was 
30,000 square feet by the late 1980s [Sparks, 1990]. This development has occurred 
in conjunction with the reduction in the number of smaller stores in most retailers’ 
portfolios, many of which were located in high streets. Thus, the trend of increasing 
store size has resulted in an associated shift in location patterns [Davies and Sparks, 
1989; Dawson, 1988; Gay 1er, 1984; Kivell and Shaw, 1980].
Essentially, the primary objective of moving towards large scale multiple retailing is 
to benefit from scale economies, efficiencies and replication [Baden-Fuller, 1984; 
Dawson, 1985a; Shaw et al., 1989]. First, economies of scale are possible in terms of 
labour, particularly in management positions, and in matching temporal changes in 
sales to labour input by employing a larger number of staff, many on a part time basis 
[Sparks, 1983; Thuric, 1981]. Secondly, capital investment may also derive advantages 
from economies of scale, for example in location, building and fitting-out costs 
[McCelland, 1967; Tucker, 1975]. Thirdly, Dawson [1985a] states that economies of 
scale are potentially valuable in physical distribution costs and product buying, 
exemplified by the formation of joint buying groups and alliances [MMC, 1981]. 
Advantages of where replication is possible include financial, buying, personnel and 
accounting sectors. Dawson [1985a] goes on to note that the process of replication
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may also create a strong company image and thus enhance consumer loyalty.
An extension of this evaluation would seem to suggest that if large scale retailing is 
so beneficial, then small-scale retailers suffer consequent disadvantages. This may be 
true to a point, however, small scale retailers have their own advantageous 
characteristics. First, as previously discussed, public policy often favours their survival 
by aiming to reduce the growth of large scale retailers. Secondly, independent retailers 
have attempted to acquire the benefits of economies of scale by forming voluntary 
chains, buying groups and alliances. In addition, many have sought economies of 
agglomeration, whereby specialists locate in close proximity in order to create 
complementary consumer attraction. Another strategy has been to target niche sectors 
of the market, and thus differentiate the service they provide from that of the large 
scale operators.
Whilst in the UK food retailers favour concentrating on one or two format types, 
notably the superstore, elsewhere within Europe retailers tend to operate a more 
diversified portfolio. Table 2.1 illustrates this point. With the exception of the 
discounter Kwiksave all of the UK's top five food retailers receive at least 80% of 
their turnover from just one type of format, the superstore format. However, for many 
retailers in France, Germany, Belgium and the Netherlands, income is more evenly 
split between different format types. For example, the French group Promodes operates 
hypermarkets, supermarkets, convenience stores and a limited discount formula.
Table 2.2 illustrates the relative importance of particular food retail formats in five 
European markets. Whilst there are similarities between markets, for example the 
dominance of hypermarkets in both France and Spain, there are also variations in the 
importance of various formats throughout Europe. The superstore is extremely 
dominant in the UK market, yet it is relatively non-existent in Italy where 
supermarkets and to a lesser extent hypermarkets, are the most prevalent food retail 
formats [Tordjman, 1995]. The development of particular retail offers is the outcome
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of a variety of inter-related factors including those of a social, economic, regulatory, 
demographic and cultural nature. Formats are developed to suit environmental 
conditions. As Tordjman [1995] notes, the role of individual retail companies can also 
play an important part in the development of a format within a particular market. He 
cites the example of Carrefour who led the way with hypermarkets in France and Aldi 
who were dominant in the development of the hard discount formula in Germany.
One reason for the differences in retail environments throughout Europe is the 
variations in consumer demand. This is evident not only in terms of types of 
products, but also in terms of types of retail offers. Some markets are very much based 
on quality and choice, for example, in the UK service orientated superstores and 
convenience stores are evident. Other markets are much more price orientated, for 
example Germany, resulting in domination of the market by discounters and to a lesser 
extent hypermarkets. In this case it may be partly due to planning regulations which 
have benefitted the discount format.
It has been evaluated that the lifecycle length of store formats has decreased. Table 
2.3 illustrates that whilst departments stores took a century to reach maturity, the 
subsequent development of supermarkets took just a quarter of this time and 
hypermarkets just 15 years [Tordjman, 1995]. It is noted that the stage of development 
of particular formats is not uniform throughout Europe. Although the hypermarket may 
be considered a mature concept in France, it is at an earlier stage in its lifecycle in the 
less developed markets of Italy and Spain. Likewise, whilst the hard discount formula 
is at a stage of maturity in the German market, it is at an earlier stage in markets such 
as France and the UK where it has been introduced more recently.
However, although it is clear particular retail formats are more evident in some 
markets than others, not all retailers focus on just one offer. Some companies follow 
a strategy of intensification whereby they concentrate on expanding just one type of 
retail offer. An example is Aldi with their limited range hard discount outlets.
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Table 2.1
Percentage Sales by Trading Format of the Largest European Grocery Retailers
Hypcr- Super-
(torcs
Super­
markets
Local/
Convenience
Stores
Speciality
Stores
Limited Line 
Discount
UK
J Sûnsbuiy 6.9 93.1
Tctco 100.0
Argyll 79.9 20.1
Asdi 100.0
Kwik S»vc 100.0
FRANCE
Proroodès 40.0 38.1 21.8 0.04
OuTcfour 95.1 4.9
N/A N/A
Lnlcrmircii^ N/A N/A N.'A N/A
C*“ o 61.7 36.1 2.3
GERMANY
Rcwc BH 10.6 32 6 23.3 33.4
Aldi 100.0
Teogclmum 9.0 44.6 46.4
Asko 54.3 45.7
Spar Handels 18.7 26.5 33.5 21.3
BELGIUM
GIB 4.6 57.7 37.2 0.6
Dclhaizc tc
lion 818 13 4 4.8
HOLLAND
Ahold 85.3 14.7
Source: Burt and Sparks [1994], p. 142.
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Table 2.2
Market Penetration of Types of Food Retailing Format
France UK Spain Germany Italy
Strong Hyper Superstore Hyper Hard discount Supermarket 
Hyper Independents
Medium Supermarket Hard discount Independents Supermarket —
Supermarket
Weak Hard discount Hyper Hard discount Superstore Hyper
Superstore Hard discount
Source; Tordjman [1995] p. 29.
Table 2.3
The Lifecycle of Retail Formats
Retail format f^aturity period Number o f  years before  
reaching m aturity
Department stores 1860-1960 100
Variety stores 1930-1970 40
Supermarkets 1950-1975 25
Hypermarkets 1965-1985 20
Large specialist stores 1980-1995(7) 15
Source: Tordjman [1995] p. 19.
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Other companies have followed a strategy of diversification by implementing a multi­
format strategy. Retailers may use more than one format type to penetrate the market, 
for example Tesco’s expansion from supermarkets to superstores and more recently to 
convenience style stores.
Further, retailers may expand outside the food retail sector and even into non-retail 
industries. Examples include Sainsbury's move into the DIY sector with Homebase. 
Tordjman [1995] has evaluated that there appear to be national characteristics in terms 
of the type of expansion strategy implemented. He suggests, for example, that in 
general UK retailers concentrate on a mono-format strategy within the home market 
whilst the Dutch have a more international perspective. However, there are a number 
of retailers that do not fit into a national trend.
The polarisation of operating scales of food retailers has meant that small scale 
retailers have often become more specialised in order to differentiate themselves from 
the large multiples. This type of unit operates on high margins concentrating on a 
limited product range with considerable variety of type and brand within this. 
Examples include delicatessens, bakeries and wine and spirit stores [Dawson, 1985a]. 
In less concentrated markets, namely those in the southern EU, independent food 
retailers still hold a fairly strong position [CIG, 1990a-f]. However, they too are 
having to face increasing competition from the development of multiples and from the 
entry of foreign competitors and respond accordingly in order to survive.
Research into the relative success of different types of specialists has suggested that 
in addition to the fundamental impacts of disposable income, demography and price, 
considerations of healthy eating and lifestyle type are also playing a part. For example, 
in very general terms green-grocers and fishmongers may be doing well, whilst 
butchers are seeing a decline in the level of red meat sales. Similarly, the success of 
convenience foods, exotic produce and environmentally friendly products has been 
based on trends in consumer demand associated with lifestyle type [Legrand, 1992].
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Food Retail Format Types
The largest scale food retail format is the hypermarket. This was initially developed 
by French retailers, for example. Carrefour [Burt, 1986]. Essentially, the hypermarket 
is a large scale outlet located on an out of town site offering competitively priced 
products with a relatively high proportion of non-food ranges. The hypermarket has 
been successfully transferred to other European markets, for example, French retailers 
operating in Spain, and also to markets further afield, for example, Carrefour’s 
operations in Latin America and more recently in Indonesia. However, hypermarket 
expansion has not always met with success,as illustrated by the withdrawal of 
Carrefour from the UK.
The superstore format has been developed most prolifically in the UK. The outlet size 
is smaller than the hypermarket but still relatively large scale and located on a green 
field out of town site. The offer is relatively high quality with a service orientation. 
There are a wide variety of products, most of which are food ranges although non­
food ranges are increasing. It has been evaluated that superstores will develop further. 
However, due to their near saturation of the UK, it is likely further development will 
be witnessed in markets where their presence is currently more limited, for example, 
France and Germany [Tordjman, 1995].
Supermarkets are the original self-service format initially developed by multiple 
retailers in North America. Their offer is primarily price based and due to their 
smaller size relative to superstores and/or hypermarkets, product lines are more 
limited. However, compared to their original competitor, the independent retailer, they 
offer a relatively wide selection of food lines. They are usually located in the high 
street. In the more structurally advanced markets their presence has decreased as 
retailers have upgraded their portfolios with out of town larger operations. However, 
they still hold a significant presence in less developed markets, for example, Greece 
[Boutsouki et al., 1995].
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Essentially, discount stores offer a limited product range at low prices in a basic 
environment and thus rely on a high volume of sales. The format, although previously 
well established, became more defined as superstores and hypermarkets became 
increasingly successful and differentiated themselves from the supermarket format 
[Thorpe, 1972]. Sparks [1990] has cited that as superstores moved up market and away 
from the high street to green field sites, thus a gap was created on both a spatial and 
a structural level. This void has been filled by the discounters, who have found great 
success in servicing the demand for cheap but basic product ranges with outlets 
located in town centres. The discount strategy has been successfully operated on a 
multinational scale within Europe [Lord et al., 1988]. Notably, the hard discounters 
Aldi, Netto and Lidl have increased their coverage in foreign markets. In a survey of 
the UK market Schmidt et al. [1994] suggest that whilst the hard discounters do not 
appear to pose a significant threat to the quality orientated superstores, they are 
successful in servicing a niche demand.
Warehouse membership clubs (WMC) are becoming more important in the European 
retail environment. The format was initially developed in North America and retailers 
such as Costco have internationalised their operations and so transferred the format. 
WMCs offer customers price discounts on bulk quantities of goods. There is a 
membership fee and the implication is that their consumer base is small businesses 
rather than individual customers for own use. This structure has favoured the WMCs 
in terms of legislation. Hallsworth et al [1995] cites the example of Costco receiving 
planning permission for a new store where other main stream retailers had been 
denied. The reason underlying this decision was that the land was zoned for 
commercial and industrial use rather than retail. Commentators have suggested, a 
considerable proportion of the sales of WMCs is for private use which is leading to 
direct competition with main stream retailers [Johns, 1992; Johnson, 1988].
A particular format that small stores are increasingly following is that of the 
convenience store. This concept is closely based on an idea from North America and
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although examples appeared in Europe in the 1970s it was not until the early 1980s 
that real growth was attained [Dawson, 1970; de Angeli, 1984; Hurren, 1980; Irish, 
1981; Jones, 1986, 1988; Kirby, 1986; Smiddy, 1984]. Examples exist throughout the 
EU, and there is a correlation with the degree of market concentration. The format is 
most extensive in the UK at present where market concentration is greatest. C-stores 
have evolved in a number of ways; from independents offering a specific product mix 
and service, the establishment of franchised units, and from voluntary chains and co­
operatives altering their strategies. Increasingly the multiples are also developing their 
own convenience retail offers, for example, Tesco's Metro and Express outlets.
2.5.2 Own Brand versus Manufacturer Brands
Retailer own brands are a well established phenomenon. The term own brand is used 
to cover a variety of product range types. Dawson et al. [1986] have suggested that 
there are two distinct types of own brands. First, those products that are produced by 
or specifically for a retailer and sold under that name. These are often referred to as 
either own labels private brands or retailer brands [EIU, 1968], The second concept 
is that of generic product ranges. In many cases these cover a whole variety of 
products and are simple, with a 'no frills' approach [McGoldrick, 1984]. The main aim 
is for them to be cheaper than alternative manufacturer or own label products [Coyle, 
1985; Goormans, 1981].
These two ranges occupy slightly different positions on the quality:price continuum, 
and certainly offer a different value type to the manufacturer brands [Bond, 1984; 
Checkout, 1985; IGD, 1993a; Morris, 1979; Nielsen, 1984]. Dawson et al. [1986] 
summarise the concept; Tt is often argued that own brand goods offer manufacturer 
brand quality at a lower price, whilst generic products provide acceptable quality at 
the lowest possible price' p.7. As own label ranges have moved up market, a 
consequent gap has been left at the lower end of the scale which generic product 
ranges aim to fill.
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Dawson et al. [1986] argue that price competition, often most intense in times of 
economic recession, has been just one influence on the development and success of 
retailer own labels. They suggest that the process of concentration and the transition 
in the relative power of large scale retailers within the distribution channel are also 
influencing factors. It was not until the formation of food multiples, and the 
development of voluntary chains and buying groups, that retailers had the upper hand 
over manufacturers. The power that retailers gained meant that manufacturers no 
longer dictated the terms. Retailers improved their negotiating position and thus 
increased their buying power.
Additionally, Dawson et al. [1986] suggest that the position of manufacturers has in 
many cases weakened in absolute terms as well as relative to retailers. Whilst large 
scale retailers have used technology to drastically improve their capabilities and 
efficiency, it is argued that manufacturers have in some cases neglected to invest in 
research and development because of complacency. These three inter-related factors 
are all related to the development of own label products.
The success of own label products is revealed not just in the fiscal profits reaped by 
retailers, but also, in terms of the benefits of store differentiation. Major manufacturer 
brands are found in most large scale food retail outlets, however, their own label 
ranges are obviously unique. Initially, the advantage was one of price, a customer 
might patronise a particular store to benefit from the low priced own label or generic 
value lines. Store loyalty has become a more important consideration in the 
increasingly competitive environment, and as own label products have improved in 
quality, they have become an important means of store differentiation [Duke, 1989; 
Rier, 1991].
In some cases own label ranges have been of fundamental importance to the success 
of retailers. An obvious example is Marks and Spencers’ food department which stocks 
products under its own St. Michael brand name. Manufacturers have attempted to fight
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back. They have used advertising, particularly by targeting specific consumer niches, 
in an attempt to compete with each other and also retailers own brands. Manufacturers 
have also tried to be innovative. In addition to developing new products they have 
taken a keen interest in product design and packaging. Further, they have promoted 
the customer services that they offer.
Evidence suggests that the market share gained by own label products is still on the 
increase [Whitehead, 1986]. As Kacker [1986] predicted; 'this trend, which is likely 
to intensify in the near future ... has already hurt the business o f many national food  
manufacturers' p. 18. The rates of own label market share are linked to the growth of 
multiple food chains. As Dawson et al. [1986] notes;
'Distributor brands are now a significant feature o f the food chain in the European 
Community, although rates o f market penetration vary from country to country, 
between different product ranges, and between individual retail companies' p.47.
It has been calculated that own label sales are likely to stabilise at approximately 30 
per cent of total market sales. An outcome of this evaluation is that great potential lies 
in those countries where the market share of multiples is still growing, for 
example,within less structured markets such as Spain and Italy.
It is also suggested that the success of distributor brands provides opportunities for 
smaller scale manufacturers, and further, will perhaps encourage the 
internationalisation of food manufacturers. They conclude that there is a place in the 
market for both retail own label and manufacturer brand product ranges, and that;
'there is a need to encourage dialogue, not conflict, between the food manufacturers 
and food retailers' p. 49.
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2.5.3 Consumer Trends
In the last three decades there has been a shift in the orientation of the food retailing 
industry from production to marketing. Manufacturers and retailers are actively seeking 
the opinions and demands of consumers with the aim of providing the required 
products to gain a competitive edge [Burt, 1989]. It is concluded that this transition 
has had a fundamental impact on the very nature of the industry.
The competitive environment, characteristic of the food sector, has resulted in retailers 
aiming to improve the services and products they provide in order to differentiate 
themselves from competitors. Analysis of consumer preferences and demands has been 
carried out based on the findings from comprehensive databases of, for example, retail 
marketing tracking and consumer purchasing analysis [Sambrook, 1991]. However, the 
high rates of failure of new products illustrates that consumer demand may be difficult 
to accurately measure, and secondly, that other factors, such as pricing and marketing 
strategies, influence the success of a new products.
It is recognised that the mass consumer market is heterogeneous in character. 
However, the factors of price and quality remain fundamental. In addition, analyses 
of consumer research have highlighted the demands of certain niche sectors. Trends 
that have been recognised in the last decade or so include; the demand for 
convenience product ranges, so called ’green' products, organic produce, concern over 
healthy eating, and issues of food safety [Mitchell, 1990]. It is notable that these 
trends are not mutually exclusive, but in many cases overlap, for example, the demand 
for healthy and convenient meals.
Price and Quality
The tension between price and quality consciousness has been a factor of fundamental 
significance to the food retailing industry [Oxenfeldt, 1974]. It was price savings, 
realised by the development of the self-service format, that provided the basis of the 
success of the supermarket [Bell and Brown, 1986]. Price competition has been a
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major force of competition between independent and multiple retailers. The intrinsic 
importance of price is still apparent in the market today, evidenced by the success of 
discounters. Despite the basic store environment and limited product ranges, they 
achieve the high rate of stock turnover necessary to be profitable primarily due to the 
price advantage they are able to offer [Sparks, 1990].
As previously noted, economic recession often results in a strategy of price cutting. 
Certainly, since the beginning of the last recession, examples of price competitiveness 
are evident. Some stores are moving further down the quality scale, for example. 
Gateway in the UK [Johnson, 1992]. Previously established discounters, such as the 
Aldi and Netto, are transferring their skills to foreign countries successfully [Cope, 
1990; Economist, 1991]. There are also examples of co-operatives employing this 
strategy, for instance, the UK's Co-op Retail Services Pioneer discount format and 
their plans to extend into the non-food arena.
However, during the 1980s and early 1990s many food multiples have followed a 
strategy of moving up market, reflecting consumer demand for quality as well as price. 
In reality, a large proportion of the mass consumer market are seeking value. The 
concepts of price and quality are not dichotomous, but rather, they follow a 
continuum. As a result, value may be deemed a subjective characteristic, ranging in 
both price and quality. It is noted that it is not always the real quality that consumers 
judge a product on, but rather, the perceived quality.
The degree of market concentration in the food retailing environment has led to 
speculation that oligopolisation may occur. The UK has been the primary target for 
this suggestion. Certainly the level of market concentration influences both the extent, 
and the type, of price and value competition.
The significance of price and quality is also evident in other strategies adopted. Some 
companies, who have made a specific and successful attempt to move up market have
72
Chapter 2: The Retailing Environment
also established 'value' lines of own label or generic product ranges. The strategy of 
own label products was originally derived from a desire to compete on price, most 
ranges were targeted at the lower end of the scale in terms of both quality and price. 
However, some retailers have since improved the quality of their own ranges, in 
conjunction with their offer as a whole.
Convenience Products
There is an apparent link between the demand for convenience products and 
socioeconomic conditions. Bennett [1989] has noted that the market targeting of 
convenience foods is based mainly on lifestyle. Features that have resulted in an 
increased demand for convenience products include; the increase in single person 
households, the rise in the proportion of dual income households, and a change in the 
expected role of the female head in the household [Bennett, 1989]. Certainly it would 
seem that time saving requirements appeal to a variety of lifestyle types, whether it 
is due to work commitments or the opportunity for more leisure time [Burt, 1989].
It has been evaluated that there are particular niche targets for consumer product 
ranges that exist throughout the EU. However, the extent to which a niche market 
exists varies in terms of geography. For example. Birds Eye, a leading producer of 
convenience foods in the UK, sells its frozen foods and meals in Italy as well as its 
domestic market, and Marks and Spencer sells identical products in its stores in 
France, Belgium and in the UK [Bennett, 1989]. This would seem to indicate that 
similar consumer demands exist throughout Europe.
The increase in convenience product ranges available is also due to the fact that 
retailers are pleased to service this demand due to the high profit margins associated 
with value added ranges. Further, some retailers have developed convenience food 
ranges under their own label and/or a generic brand name in order to reap an even 
greater proportion of the profit.
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The Green Debate
The green debate has influenced many sectors of industry, not least food retailing. 
Being 'green' has come to be viewed by retail companies and consumers alike as 
'politically correct'. This environmental consciousness has brought about a demand for 
a variety of products and services. These range from organic produce and 
environmentally friendly products, to sustainable packaging materials and recycling 
schemes [Smith, 1990]. On the whole, it has been evaluated that the manufacturing 
industry is responding positively to the growing trend of 'green-ness' in Europe [Green 
and Yoxen, 1990].
However, this seemingly successful outcome hides the complications and changing 
nature of the green debate. Simms [1992], citing evidence from empirical 
investigations of food multiples in the UK, concludes that retailers do not respond to 
environmental issues in a holistic manner and are opposed to radical change. She 
suggests three main reasons for this situation; first, that retailers are wary of the 
complexity of green issues, secondly, that they do not wish to be viewed as being 
radically 'green', and thirdly, that they lack the commitment and control to introduce 
such a fundamental strategy of change.
Demand is growing for organically produced food in the UK [Nash, 1990] and 
throughout Europe although consumer demand has not been as successful as other 
green concepts. Reasons for the limited success of organic products include consumers 
are not always able to find such food, and, that it is not always of the best quality 
[Nash, 1990]. However, many of the major food multiples throughout Europe have 
developed organic produce ranges yet they have not been particularly successful, partly 
an outcome of their expense [Guild, 1990].
Evidence from a study of consumer attitudes towards green issues emphasised 
consumer awareness and environmental concern, particularly of global issues [Smith,
1990]. Mosberg [1991] has divided the term environmentally friendly into five major
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constituents, those of; raw materials, manufacturing processes, recycling, toxicity and 
source reduction. These issues cover a wide variety of issues and product types, for 
example; sustainable development of resources, such as using materials derived from 
timber produced in a sustainably managed forests, aerosol sprays that do not contain 
harmful CFC gases, and detergents and cleaning fluids that do not contain 
environmental pollutants that will enter the water table.
Processing and packaging methods are also important. Recyclable materials are 
becoming more common, and in conjunction, many large scale retailers are offering 
consumers recycling schemes for glass, paper, and aluminium for example. Legislation 
in Germany in particular has resulted in the development of less wasteful packaging, 
and this is becoming more prevalent throughout the EU. A directive encouraging 
environmentally friendly trends has been introduced. First, to reduce materials used 
and wastage encountered, secondly, to re-use where ever possible, and thirdly, to 
recycle materials [Mussey and Koranteng, 1991].
The importance for retailers and manufacturers of implementing green concepts is 
illustrated by the large proportion of consumers who are concerned about such issues 
and fundamentally, who make product choices based on these perceptions. A survey 
of UK consumers revealed that particular products were selected because of the 
environmentally friendly nature of the formulation and packaging highlighted in 
advertising campaigns [Smith, 1990].
Healthy Eating
Recent years have witnessed an upsurge in consumer interest in healthy eating 
[Simpson, 1992]. Speculatively, this is due in part to growing evidence linking diet 
and specific medical problems such as heart disease. It is also the result of increasing 
media attention highlighting the risks and the potential benefits of eating healthily. 
Food retailers and manufacturers have been reactive to this trend and have introduced 
healthier versions of successful products [Grendale, 1992]. Retailers have also been
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very active in promoting these products and the benefits of incorporating them into 
your diet. For example, recommendations given by the UK Committee on Medical 
Aspects of Food Policy are to increase intake of dietary fibre and vitamin C, and to 
reduce consumption of refined sugar, saturated fat and salt [Hoggan, 1991a].
Education regarding diet and nutrition comes from a variety of sources. Governments 
provide information on which to base an informed decision and run campaigns 
promoting certain types of food [Darral, 1992; Kirk and Daly, 1992; Simpson, 1992]. 
Information on nutrition and health, and support of related organisations, is provided 
by national health services [Poppy, 1992], and industrial committees for specific food 
sectors promote the benefits of particular products, for example, the UK's Milk 
Marketing Board. Additionally, manufacturers advertise the potential benefits of 
incorporating their products into a balanced diet [Hoggan, 1990], and many retailers 
provide detailed information on nutrition and labelling.
Increasingly, food products are being regulated. There has long been legislation to 
enforce certain standards and the advent of the SEM in 1992 has resulted in the 
introduction of new measures. The underlying reason for this is the fact that the SEM 
allows the free movement of goods between all EU nations, thus regulations must to 
an extent be harmonised. This objective has caused much debate [Fine, 1992].
A trend that is related to healthy eating, as well as to green issues, ethics and food 
safety, is vegetarianism. This trend, which includes vegans and pescetarians, is on the 
increase, particularly in younger age groups, although exact figures vary depending on 
source. Further, many consumers who do eat meat are cutting down their intake for 
health reasons. Food manufacturers are servicing this trend by producing suitable 
product ranges. Hoggan [1989] has evaluated that successful vegetarian meals must 
be attractive to everyone, not just strict vegetarians. She also concludes that the SEM, 
by expanding product sourcing, is likely to increase both the availability and the 
quality of such products.
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Despite evidence suggesting that consumers are becoming more conscious of healthy 
eating critics suggest that a certain amount of indifference, or at least, inertia exists. 
Davies [1992] argues that this is partly due to confusing and at times contradictory 
information. Harmonization of the way in which consumer information on nutrition 
and health is presented may be of some benefit dispelling a lack of confidence in the 
data and encouraging a long term change in diet as opposed to short lived food fads.
The success of many healthy eating product ranges illustrate the fact that many 
consumers are keen to follow a healthy diet. However, failure of some products has 
shown that they are not willing to accept products of inferior quality in terms of taste, 
texture and convenience [Feame, 1992; Grendale 1992; Newmarch, 1992]. The profit 
margins attained ensure retailers will continue to develop such lines.
Food Safety
Concern over the safety of food is growing. Pugh [1990] identifies three main areas 
in which problems have arisen that have shaken consumer confidence; first, the 
composition of food, secondly, chemicals that are used in food production, and thirdly, 
cases of deliberate contamination. Significant media attention has heightened fears.
Worries over the actual composition and the chemicals used in food are related to 
consumer interest in healthy eating and also to the fact that people are becoming 
increasingly aware of processes used in factory farming. Not only do intensive farming 
methods in some cases produce products of reduced nutritional quality, they also run 
a higher risk of microbial safety. Recent examples in the UK include the problems of 
salmonella in eggs [Lacey, 1992] and of Bovine Spongiform Encephalopathy (BSE) 
in cattle [Tilston et al., 1992].
Faulty products or packaging also cause concern [Willhoft, 1992]. Problems have 
arisen when substances from the packaging, which are potentially toxic or hazardous, 
have found their way into the foodstuff [Tice, 1992], and, when products have been
77
Chapter 2: The Retailing Environment
unsuitably mixed [Bofarull, 1989]. Such problems have led to calls for tighter controls 
on manufacturing processes.
A particular area of food safety that has grabbed media attention is the increase in 
deliberate contamination of food products [Pugh, 1992]. It is thought that the source 
of contamination has been in the manufacturing, distribution and retail stages, hence 
tighter controls are more difficult to impose. Deliberate contamination of products has 
been carried out for a variety of reasons; to highlight social and political issues, to 
extort money, and for notoriety.
Consumer concern has both resulted in and been accelerated by the formation of 
action groups. Examples in the UK include Parents for Safe Food and the London 
Food Commission. Others, such as Baby Milk Action operate on a European scale. 
Their primary aim is to educate consumers about potential hazards and to put pressure 
on food manufacturers and retailers to reform their standards [Hoggan, 1991b].
The food scares that have occurred, and perhaps more importantly, the interest they 
have gained have resulted in attention by governments and on occasions changes in 
public policy. However, research suggests that even when governments acknowledge 
the risks there is often little subsequent evidence of improvement [Lacey, 1992]. The 
implementation of the SEM has resulted in the introduction of legislation on a 
European scale. Examples include regulations covering the temperatures that chilled 
and frozen foods must be kept at and transportation conditions [Woolfe, 1992].
Knocks to public confidence due to food scares have been evident in shopping 
behaviour, exemplified by the reduction in beef consumption after the BSE scare 
[Tilston et al., 1992]. Retailers have had to respond accordingly in an attempt to boost 
public confidence. Some have altered their product sourcing, distribution systems, and 
in store handling of food. Many have introduced consumer information on issues of 
food safety, healthy eating, nutrition and labelling [Shannon, 1992; Pugh, 1990], and
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some have introduced the crisis management strategy of providing information via 
freephone telephone lines [Marketing, 1990]. Perhaps of more importance is for 
consumers to perceive that retailers and manufacturers are responding to concerns.
2.6 THE CREATION OF THE EU AND ESTABLISHMENT OF THE SEM
The creation of the EU and the establishment of the SEM are the outcome of a general 
policy of European integration. The EU is the result of many influencing and often 
inter-related features of European history. The literature dealing with such issues is 
both wide ranging and can be technical in nature. Within the constraints of this thesis 
it is neither feasible nor directly relevant to provide a detailed account of the SEM, 
its origins and impacts. Such a broad and complex subject would need to be addressed 
alone, and indeed there is a large amount of literature from a variety of sources 
focused solely on this objective.
Instead, it is hoped that a review of the literature will provide a brief outline of the 
subject. The following section is not intended to be a thorough account of the SEM 
and the impacts it has had upon the European environment, but rather, it is hoped it 
provides a brief overview of the subject as a means of setting the research in context.
2.6.1 Overview
The establishment of the Single European Market (SEM) on January 1 1993 has been 
viewed as a one of the most significant events in post-war European history. However, 
the intrinsic developments that have occurred and their implications for Europe have 
not happened in a dramatic overnight shift, but rather, they are the outcome of long 
term transitions. Further, the EU is a dynamic quantity. The organisation itself and 
also the impact it is having upon the European environment is constantly changing and 
evolving in the post-1992 era.
79
Chapter 2: The Retailing Environment
The EU, and more particularly the SEM, have been the source of much analysis and 
speculation. The legislative changes resulting from the SEM are the fundamental 
underpinning of the programme. However, they are only one source of the numerous 
and varied transitions occurring in Europe. Emphasis has been placed on the impact 
of specific factors, such as the adoption of new regulations. However, it is worth 
noting that the transitions brought about by contextual factors directly related to the 
SEM are inter-related with the impact of structural shifts. In such a situation it is 
difficult to assess just how many, and to what extent, the changes occurring in the 
post-1992 environment are the direct result of the establishment of the SEM, and to 
what degree these transitions are due to the structural shifts occurring in the 
development of Europe anyway. Further, the perceived developments of a changing 
Europe may not tally with the reality. If this is the case it adds a further complication 
to the equation.
It has been claimed that the EU is reducing national power by transferring it to the 
Community level. However, various other political and economic factors are bringing 
about similar conditions, although perhaps not so explicitly. It should be recognised 
that the countries of Western Europe have, and still are, being influenced by forces 
other than those directly related to the EU. Such processes may be influential on an 
international scale and as such may serve to reduce the power of individual nations, 
an impact that is often blamed on the Community. Examples of such forces include 
movements in financial markets and changing trade patterns [Nugent, 1991].
The aim of this section is to give an overview of the main conclusions drawn from the 
literature relating to the consequences of the EU and SEM on the European market. 
Particular prominence is placed on the retail industry, and the repercussions for the 
process of retail internationalisation. A brief overview of the origins of the EU is 
given, followed by a summary of the aims, objectives and operations of the Single 
Market programme. The impact of SEM policies upon the retail industry is then noted, 
with particular reference given to the food sector.
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It is notable, although not surprising, that there exists a vast amount of literature on 
the subject of the EU and SEM, The conclusions from many of the reviews take 
contradictory stances over the influence of the SEM and the associated benefits and 
problems. It is conspicuous that there appears to have been more interest in potential 
forecasts of the SEM conducted in the pre-1992 environment, than there have been 
subsequent studies of the actualities of the post-1992 setting.
As previously noted in the introductory chapter, when referring to the European Union 
within this thesis, it is the 'EU12' that is being commented upon. In the time it has 
taken to research and write this project the environment of the EU has undergone 
considerable change. However, in order for the context which is being studied to 
remain constant, it was decided to consider only the twelve nations that formed the 
EU when this research first commenced in October 1992.
The dynamic nature and subsequent expansion of the EU are naturally of an influence 
to this study. However, it was deemed necessary to state a cut off point in terms of 
the development of the EU and it was decided this should be the state of play when 
this research first began, which was also the state of play when the SEM was first 
introduced.
2.6.2 Historical Origins
The developments that led to the formation of the Single Market programme are both 
wide ranging and complex. The aim of this section is to provide a brief outline of the 
major stages in the development of the T992' programme and to place the subsequent 
empirical research in context by giving an overview of the development over time of 
the process of European integration.
The nations that comprise Europe share a history of diversity in terms of language, 
religion, cultural traditions and historical experiences. Whilst some countries have been 
in much the same form for many centuries, examples being the UK and France, others
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have gone through significant changes and their present semblance is more recent, for 
example, Germany and Italy.
Before the Second World War there were substantial differences between nations 
within Europe. There were many differences in terms of culture and social conditions 
and the European political and economic environment was also heterogeneous in 
nature. It has been evaluated that before the Second World War there was a lack of 
real commitment to European co-operation [Nugent, 1991]. An example of this is the 
failings of the League of Nations which was established in 1919 as a result of the First 
World War. Its primary function was to ensure international collective security. To all 
intents and purposes it failed to meet its objectives.
The reasons for this are essentially threefold. First, the aims were vague and were 
subsequently interpreted in a variety of ways. This resulted in confusion and more 
importantly a degree of contention between members. Secondly, any action by the 
League of Nations was dependent upon the agreement of all members, which resulted 
in dialogue and discussion but very little resulting action. Thirdly, and perhaps most 
fundamentally, in many cases the nations involved were striving for different goals. 
The result was that a focused and harmonious strategy was unobtainable [Nugent,
1991].
It could be argued that the beginnings of the EU and all that it has come to embody 
in the post-1992 environment are ingrained in the history of Europe. Particularly, the 
many conflicts it has suffered and the alliances that have been formed. Although the 
end of the Second World War was a political triumph there were deep-rooted 
problems.
Due to developments, particularly in terms of technology and transport, trade was 
becoming increasingly international in character. This, in conjunction with the post­
war endeavour to increase European co-operation resulted in a requirement for the
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nations of Europe to work together to sustain peace and promote economic growth. 
A process of developing European integration was seen as necessary not only for 
political stability, but also to produce savings from economies of scale to assist 
European nations to compete in a world market.
Literature published by the Commission of the European Communities [1987] gives 
a clear and concise overview of the initial stages in the process towards European 
integration. In the aftermath of the Second World War, it was seen as a necessity to 
establish certain parameters to ensure such a situation could never occur again. One 
measure taken was the formation of the European Coal and Steel Community (ECSC) 
in 1950. The primary objective of this was to ensure control of the coal and steel 
industries, which were a prerequisite to the war machine.
Although the main aim of the ECSC was one of military regulation, its impact was 
also of an economic nature. The ECSC was seen as a first step towards a unified 
Europe. It was hoped political unity would be achieved by means of increasing 
economic co-operation and integration. The ECSC was established with a High 
Authority, a Court of Justice and a Parliamentary. It was the first time that most 
European governments were required to surrender part of their national sovereignty.
In 1951 the first official Community was brought into existence with the signing of 
the Paris Treaty. A main feature of this was the formal establishment of the ECSC. 
The member nations comprised the Federal Republic of Germany, Italy, Belgium, the 
Netherlands and Luxembourg. Following on from this, in 1952 a new plan for the 
Community of six nations was conceived, namely the European Defence Community 
(EDC). The main dimension was political and military in character. The objective was 
to integrate the defence forces of Europe, but the EDC also represented another step 
in the process of European integration.
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The necessity of a common foreign policy as a prerequisite to a unified armed force 
was recognised, and subsequently the Parliamentary Assembly prepared to establish 
a common political plan for the six members of the ECSC. However, in 1954 the plan 
to form the EDC failed due to the fact that the French parliament would not accept 
it. This failure evidences the fact that the strategy of European integration has always 
been complex and delicate in nature.
Despite this setback, in 1955 a meeting between the member nations re-confirmed 
their ambition to continue and expand the process of European integration. The 
fundamental objectives were to increase economic growth within Europe, and, to 
restore its influence within the world. Unlike the aims of the EDC, which had been 
political in nature, it was economic policies that were at the forefront of the plan.
In 1957 the situation became more complex. There were two separate groups, 
comprising different European countries, both of which were negotiating with the aim 
of furthering the process of integration within Europe. First, the six members of the 
ECSC signed the Treaties of Rome, which established the European Economic 
Community (EEC) and the European Atomic Energy Community (Euratom). These 
two organisations, in conjunction with the ECSC, formed the European Community. 
Other plans were put under way to establish a free trade area (FTA) within Europe. 
The body undertaking this objective was the Organisation for European Economic Co­
operation (OEEC). The countries forming the OEEC were Austria, Denmark, Norway, 
Portugal, Sweden, Switzerland and the UK, and in 1960 the European Free Trade Area 
(EFTA) come into existence.
As noted above, in 1958 there were six members of the European Community. By 
1973, the Treaty of Accession had been signed and with the inclusion of the UK, 
Ireland and Denmark membership of the EEC had been extended to nine. The 
fundamental objective of the EEC was to provide the 'four great freedoms', free 
movement of persons, of goods, of services and of capital.
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In addition to abolishing restrictions on trade and commerce, the aim was also to 
establish a common tariff and a common agricultural policy, lay the foundations for 
instituting a common currency and a European bank, and, to unify the community in 
terms of a common foreign and security policy. 1981 saw the addition of Greece 
making a community of ten, which by 1986 had become twelve, with the membership 
of Spain and Portugal. It is the Community at this level that this research is based on, 
despite the addition of further countries since the start of this research.
July 1987 witnessed the final ratification of the Single European Act (SEA). The SEA 
was the first major amendment to the Treaty of Rome. The main objective was to 
create 'an area without internal frontiers' by 1992. The underlying aim of the SEA 
was to redefine past treaties and ensure further integration within the EU. It meant 
Europe would consist of a market of more than 322 million people which would be 
free from internal tariffs and other restraints to trade. It would form an area of equal 
economic significance to any other world region, including North America, and so 
help Europe to regain its competitiveness in the global market.
2.6.3 The Creation of the SEM
As noted above, the European Union (EU) was still under the title of the European 
Community (EC) at the start of this research and consisted of 12 member states; 
Belgium, Denmark, France, Germany, Greece, Irish Republic, Italy, the Netherlands, 
Portugal, Spain, and the UK. The combined population was an estimated 322 million. 
The framework of the EC was built upon the concept of economic, political and social 
co-operation between nations [Commission of the European Communities, 1987].
The next stage in the process of European integration was the creation of the SEM 
which officially came into existence on January 1 1993 with the aim of integrating 
markets, economies and societies in such a way that individuals, businesses and trade 
would be free to move anywhere within the community. Realising this aim created a 
market of 12 nations free from internal borders.
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The objective has been to reduce physical, fiscal and technical barriers to trade. The 
removal of physical barriers has allowed the free movement of people and transport 
anywhere within the SEM. The removal of fiscal barriers allows the free movement 
of capital, and the removal of technical barriers relates to the free movement within 
the SEM of people, goods, public procurement, services, technology, and broadcasting 
[Commission of the European Communities, 1987].
The establishment of the SEM was the conclusion of the closer unity that had been 
the fundamental objective of the Treaties of Rome. It was hoped that such a process 
would provide economies of scale sufficient for Europe to compete against their main 
global competitors, namely North America and Japan. It also provided an economic 
strategy to revive European economies and promote industrial growth and the 
development of new employment opportunities.
However, the idea of a common market also caused some fears. One of the main 
misgivings was the idea that European countries would have to surrender their national 
sovereignty to the Community level. Additionally, there were fears from outside the 
EU that the result of a programme of integration would create a protectionist Europe 
which would have a negative impact upon world trade.
The SEM signifies the achievement of the fundamental aims of the European 
Community when it was originally established. It is not a conclusion, however, but 
rather one stage in a programme of advancing integration within Europe. At present 
future aims include further political, economic and monetary union.
2.6.4 The Objectives of the SEM
The concept of a single market within Europe is not a recent phenomenon, but rather, 
is the outcome of long term goals and ambitions that have been worked towards since 
the end of the Second World War. Indeed, the concept of a common market was 
specifically stated as the fundamental objective of the Treaty of Rome;
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'The Community shall have as its task, by establishing a common market and
progressively approximating the economic policies o f Member States, to promote
throughout the Community a harmonious development o f  economic activities, a 
continuous and balanced expansion, an increase in stability, an accelerated raising 
o f the standard o f living and closer relations between the States belonging to it' [The 
Treaty of Rome 1957, as quoted in the Commission of the European Communities, 
1989].
This section of the Treaty illustrates the perceived intrinsic importance of a single 
market to the economic growth of Europe. However, despite these aims being clearly 
set, actually realising such a goal has been a complex and lengthy process. One reason 
for this is that unlike most previous actions, the SEM is based on an integrated 
framework within Europe. It encompasses all the major factors influencing the 
European environment rather than dealing with single issues.
The goal of a single market was set decades ago. However, the benefits that are
offered by such a strategy remain as fundamental today. The geographical proximity 
of countries within Europe has, at least in part, dictated their influence over one 
another. In recent decades, national economies are increasingly being influenced by 
multinational and even global trends, with more and more companies becoming 
transnational in character. The relative small size of many European countries has 
placed prominence on the benefits of co-operation with neighbours. In terms of 
competing on a global basis such co-operation and the benefits accrued from 
economies of scale are becoming increasingly necessary.
The underlying objective of the SEM is to create an area free from internal borders 
by harmonizing legislation and liberalising fiscal, physical and technical barriers 
[Heloire, 1987; I.B.I., 1989]. The four fundamental freedoms allowing people, services, 
goods and money to travel freely within the EU were included in the main objectives 
of the Treaty of Rome [Commission of the European Communities, 1992]. As Pioch
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and Brook [1994] have noted, by removing barriers to trade between national markets 
it is assumed that the SEM creates a more competitive environment and accelerates 
rates of growth.
The SEM is very much focused on economic factors. However ambitions of a more 
political nature have not been lost. A fundamental objective of the SEM is that the 
richer states should help the poorer ones to develop economically and provide equal 
opportunities for growth throughout the EU. This concept is undertaken in a number 
of ways, for example through the social charter. This supports the rights of the 
European population in a number of areas, including those relating to wages, 
vocational training, health protection and safety at work.
Additionally the Community gives poorer regions funding through a variety of sources, 
for example, the Regional Development Fund, the Social Fund and the Agricultural 
Fund [Commission of the European Communities, 1992]. It is hoped that if the 
objectives of this policy are realised it will bring about increased diffusion of wealth 
and economic growth geographically. Moving a stage further, it seems reasonable to 
suggest that such a situation suggests there will be fewer regional, and indeed spatial 
variations in terms of economic factors within Europe.
The SEM is primarily the outcome of long term political goals. It is suggested that the 
impetus has come not only from politicians, but also from members of the European 
industrial and business community. Many perceived the SEM as representing a more 
competitive and healthy business environment than individual nations were capable of, 
although it is certain some segments feared the changes and increased competition that 
the SEM would bring about [Commission of the European Communities, 1992].
From a review of the relevant literature it is probably fair to suggest that the decision 
to establish a single market has not been entirely proactive. The potential benefits of 
this goal have been analysed and used to promote the idea. However, further support
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for the SEM has also come from the reaction to a negative stance. Namely, that the 
cost in terms of declining economic growth relative to other world regions would be 
too great if Europe was not to become a single market but instead remained a series 
of small, fragmented national markets.
A study was conducted by Paolo Cecchini with the objectives of quantifying both the 
benefits of the SEM, particularly in economic terms, and also to assess the cost of a 
'non-integrated Europe'. Potential gains included cost savings from administrative and 
border controls, the formation of new jobs due to the economic growth within Europe, 
and savings from economies of scale of manufactured goods.
Although the concept of an integrated Europe began as a political ideal, it has been 
shaped over the years by the need for economic co-operation. As a consequence, the 
concept of a European Single Market has changed in nature. Indeed it has been 
suggested by Nugent [1991] that far from being the result of a theoretical ideal, the 
single market programm is the outcome of actions essential for the continued growth 
of Europe in today's global market; fo r  the most part, attitudes and actions have been 
governed less by the visionary and more by the many differing perceptions o f the 
necessary' [Nugent, 1991] p. 32-33.
2.6.5 Operations of the Single Market Programme
As previously noted, the goal of increasing European integration progressed throughout 
the post-Second World War period and culminated in the SEA which set up the 
objective of achieving a Single Market programme by 1992. Although the fundamental 
aims of this policy were firmly established, the measures needed to meet these were 
still incomplete. Due to the fact that the SEM covers so many diverse issues within 
the European environment, the legislative changes needed to ensure the objectives of 
the SEM were met are equally wide ranging. Of particular importance to the operation 
of the Single Market programme are the issues of legislative harmonization. Value 
Added Tax (VAT) and the concept of mutual recognition. By the end of 1993 much
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of the legislation relating to T992’ had been put in place. Controls at the EU's internal 
borders had been abolished and the vast majority of legislation relating to the SEA 
was established [European Commission, 1994].
Legislative Harmonization
A fundamental issue of the SEM is the concept of harmonising legislative measures 
in an attempt to produce a level playing field and hence simplify cross-border trade. 
This involves proposals being submitted to the European Council, who usually after 
amendment, may adopt the proposal and issue a directive making it Community law. 
Such directives cover a wide range of issues. Of relevance to food retailers are 
directives such as Commission (86) 87 and Commission (87) 243 referring to food 
additives.
The reasoning behind such directives is that trade is often blocked by national barriers 
to particular substances, such as in the example cited certain additives. The aim is to 
produce a list of additives that, providing they reach other food safety requirements, 
would be allowed anywhere within the Community. Another example of a Directive 
likely to have a direct impact upon European food retailers is Commission (87) 220 
regarding refrigerated lorries. The proposal is to increase the maximum width of 
refrigerated lorries to encourage the change from ’thin-walled’ to ’thick-walled’ 
refrigerated trucks, and thus allow the use of more energy efficient refrigerating units 
[Commission of the European Communities, 1992]. While some directives aim to 
harmonise the situation across the SEM by reducing regulations to the lowest common 
denominator, others aim to increase standards to one set by the European Council.
Mutual Recognition
A fundamental aspect of the SEM is the concept of mutual recognition, consolidated 
in the SEA in 1985. Mutual recognition is based upon the principle that members 
would except the standards and rules that apply in other member states. This has 
resolved the need for a new set of European legislation. A prerequisite to the
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acceptance of the concept of mutual recognition is the agreement that sufficiently high 
standards exist throughout the EU. New EU regulations have been introduced only 
where the national standards relating to safety, health and the environment were too 
divergent to be harmonised [Commission of the European Communities, 1992].
Mutual recognition of standards applies not only to goods, but also to services. This 
is having a major impact upon particular industries, for example the financial sector, 
where previous differences in national regulations meant cross-border trade was very 
limited. Additionally, educational qualifications are also viewed as being 
approximately equivalent, and as such the mobility of people has been enhanced.
Mutual recognition has been especially important for small and medium sized 
enterprises (SMEs), who are now free to export the same products anywhere within 
the EU, resulting in savings from economies of scale. Additionally, the advantages 
also benefit those outside the EU who are now able to import the same goods 
anywhere without having to alter specifications for particular national markets. 
Although an obvious point, it is perhaps worth noting that despite the deregulations, 
consumer attitudes and behaviour can not be standardised so easily, and it is quite 
possible that a standard product will not meet the different consumer demands found 
within the EU.
VAT harmonization
A factor related to the harmonization of border controls is that of VAT. From 1993 
there has been no need for VAT controls at frontiers. Exporters and importers pay 
VAT to their home country. This is ensured by VAT authorities within the EU 
working closely together. The Council of Ministers agreed all VAT rates should be 
at least 15%, with the exception of lower rates for essential goods. It has been 
suggested that tax rates within the EU should not differ by more than 6% as otherwise 
this would produce a tax incentive for cross-border shopping [Commission of the 
European Communities, 1992].
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Major obstacles to achieving the goals set by the SEM include the fact that much of 
the harmonization of legislation has been dragged out by squabbles over technical, and 
in some instances, minor details. Additionally, macro environmental factors, 
particularly the energy crisis and the economic recession that began in the 1970s not 
only diverted attention from the EC, but also resulted in the protectionism of national 
markets, obviously a direct contradiction to the goal of a common market.
2.6.6 The Impact of the SEM
As noted previously, the scope of the SEM is both broad and far reaching. A 
consequence is that the impacts it has upon the European environment impinge upon 
many sectors, and in some cases, are of a fundamental nature.
Economies of Scale
One of the primary motivations for the unified market of 1992 is that it should bring 
about increased efficiency and cost savings [Frost, 1989]. The elimination of barriers 
within the SEM has in effect opened up the national markets of Europe. As a 
consequence, it has produced a mass market on a comparable scale to North America. 
Obviously a larger market, and harmonization within this market, produce an 
environment that promotes the benefits of economies of scale.
The SEM promotes savings not only from economies of scale in terms of 
manufacturing and distribution, but also in terms of research and development. 
Previously, although a great deal of investment had been put into R&D, it had 
occurred mostly within national markets. This fragmented approach had caused 
duplication and also increased relative costs.
In addition, it is likely that a significant sum of money will be saved by the impact 
of the SEM on the cost of transport. First, a reduction in the time spent at border 
controls will reduce costs. Secondly, as trade within the SEM becomes more frequent, 
it is anticipated that increasing efficiencies will reduce costs.
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A More Competitive Environment
The post-1992 environment has been developed to stimulate competition within 
Europe. Certainly co-operation between European firms has been encouraged. To 
ensure that this occurs in a free competitive environment a Merger Control Regulation 
was set up in 1990. This organisation vets companies expanding within Europe, 
whether by means of acquisition, merger, joint venture, share holding or investment, 
and aims to ensure that competition within the EU is not distorted. Such rules only 
apply to large scale companies as determined by turnover, or in the case of the finance 
sector, by assets.
Not only will the SEM give European companies access to a mass home market, but 
in theory, such an environment should enable them to be more competitive on a global 
basis. Standardisation within the SEM should help companies to internationalise more 
easily and to offer a more standardised product. Such an environment enables 
companies to achieve savings from economies of scale and as such offer a more 
competitive product. As a consequence consumers are given access to a much wider 
selection of products and services and may be more likely to choose the European 
alternative which was previously unavailable [Commission of the European 
Communities, 1992].
Harmonization of EU legislation also has an impact upon non-European companies 
trading in more than one market within the EU [Thuermer, 1992]. Businesses who 
were previously trading with one EU market may find that the changes brought about 
by the SEM make it easier for them to expand into other SEM markets. For example, 
they may now be able to import the same product anywhere within the EU, whereas 
previously they were subject to individual national regulations. Such an environment 
is likely to increase competition within the EU.
Some of the advantages created by the SEM are difficult to quantify, and some may 
even be double-edged swords. For example, the increased competition may make it
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necessary for firms to invest in new technology, however this may increase their 
efficiency so that they are able to expand on a global basis. Although there have been 
fears that the SEM will create a 'fortress Europe', it is likely it will make Europe a 
more favourable market for trade with or expansion. An example is that products now 
only have to meet one set of specifications, rather than have to be altered for different 
national markets [Commission of the European Communities, 1992].
Impact upon the Service Sector.
In all EU nations the service sector employs more people than any other industry. 
Additionally, the service sector contributes more to the GNP of member nations than 
manufacturing industries do [Commission of the European Communities, 1992]. 
Despite this, the harmonization of regulations relating to the service sector has lagged 
behind the measures introduced in other areas. However, this situation is changing and 
accordingly the service sector within the SEM is becoming increasingly liberalised.
An example is the changes relating to the financial services industry. Capital controls 
have been removed and as a consequence banking and financial services have been 
liberalised. The aim is that cross-border payments should be as quick and easy 
between EU countries as they are within a nation, and that money is free to be 
invested and circulated anywhere within the EU. Further, banks are now allowed to 
operate anywhere within the EU, creating increased competition for financial services. 
A similar situation exists for insurance companies.
Telecommunications is another sector that has been liberalised within the EU. It is an 
important sector in itself, based on the amount of turnover telecommunication 
companies achieve and also the number of employees they have. Further, it is 
important for the industry to be liberalised within the SEM as access to efficient and 
competitive telecommunication services will have a trickle down effect on many other 
sectors.
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The transport network in the EU is vital to the cross-border transfer of goods, services 
and people. It also accounts for 7% of GDP within the EU. The liberalisation of 
transport has not occurred evenly, in terms of mode of transport and also on a 
geographical basis. An example of a reduction in restrictions is the abolition of the 
quota system for road transport. This should increase the efficiency of distribution and 
also reduce costs.
In terms of air transport, common safety standards and licensing have been 
introduced, and it is perceived that the increasingly competitive environment this will 
create will bring about a reduction in air fares [Commission of the European 
Communities, 1992]. The combined effect of the liberalisation of telecommunications 
and the transport industry will have a ’shrinking' effect on Europe, meaning that the 
spatial dimension will become less important. A furtherance of this fact suggests trade 
will become increasingly cross-national within the EU.
Impact upon the Retail Industry
The impacts of the SEM upon the European environment influence the European retail 
industry to varying degrees. A brief outline of the specific impacts of the SEM upon 
the retail sector in general, and the food retail sector in particular, follows.
It is generally agreed that the SEM has caused macro-environmental changes within 
Europe. However, the extent to which this is impacting upon the retail sector in 
particular has been questioned. Pioch and Brook [1994] suggest that the European 
retail industry is not gaining the attention that its size and prominence would suggest 
it deserves. This is further evidenced by Whitehead [1992a], who has evaluated that 
retailing will benefit from the establishment of the SEM mainly through indirect gains 
that are filtered down.
As noted earlier, the European Commission has defended the limited amount of 
legislation focused on the retail industry by stating that there is little need for EU
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regulations regarding retailing. As means of justification they point to the fact that 
there is extensive national and regional legislation regarding the commercial 
distribution sector, and that the industry is primarily national in character. The need 
for EU legislation would only occur if the differences in national rules were such that 
internationalisation of a sector would be inhibited [Pioch and Brook, 1992].
It is evident that environmental conditions and structural development is encouraging 
the internationalisation of retailers. Further, it has been suggested that there are trends 
of consumer convergence and that groups of Euro-consumers will emerge [Gibson and 
Bernard, 1989; Still, 1989]. However, others conclude the cultural differences in 
consumers across Europe are too great for the convergence of Euro-consumers 
[Treadgold, 1990; Woolfe, 1991].
There has been analysis of the likely impact of EU measures on the retail industry 
[Hill, 1989; Treadgold, 1988], but much of it has not addressed specific legislation or 
individual retail sectors. The establishment of the SEM has highlighted the importance 
of the European market when considered as a whole, and the potential for expansion 
within the EU. The impacts of legislation on the retail sector are, however, peripheral 
in comparison with other industries. It has been evaluated that retailers are less likely 
than manufacturers to gain from economies of scale in the post-1992 environment 
[Economist, 1990].
In addition to highlighting the potential opportunities for retailers expansion within the 
EU, other ways in which the SEM may impact upon the retail industry include the 
impact of simplified border control procedures which ease international distribution 
and trade, and thus, reduce costs. A consequence is that it may stimulate the 
development of multinational buying groups, and, that it is likely to encourage the 
availability of an increasingly wide range of products within the SEM. If retail markets 
within the EU be come increasingly similar it produces potential opportunities for 
international media and advertising [Commission of the European Communities, 1992].
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Forecasts for the changing environment post-1992 are further complicated by the 
markedly different levels of retail development within national markets, and the 
structural changes that are apparent, although occurring at different rates throughout 
Europe [ Gofton et al., 1989; Schiro and Skolnik, 1990]. Even post-1992, there are 
still very different environments and market characteristics within the SEM [Oates, 
1989; Sambrook, 1990]. The SEM is also likely to have an impact upon methods of 
market entry, including the appropriateness of mergers and acquisitions, joint ventures, 
franchising and buying groups [Hill, 1989].
Impact upon the Food Sector
The SEM has imposed more legislation on the food retail sector than any of the non­
food sectors. Most of these measures have been directed at the issues of health and 
safety, and protecting the interests of consumers and employees [CIG, 1991a]. An 
example of such legislation is the regulations that have been established in the 
interests of part-time and seasonal workers. Although this is not specifically aimed at 
large scale food retail companies, due to the nature of the organisations and the type 
of staff they employ, it is particularly relevant.
Some measures brought in as a result of the SEM are likely to increase costs for food 
retailers, albeit indirectly. For example, it is expected that new environmental 
measures regarding packaging, for example, will increase costs for manufacturers who, 
it seems likely, will pass it on to the retailers [CIG, 1991b]. Similarly, the 
harmonization of regulations relating to additives and labelling will result in rising 
costs for retailers, at least in the initial stage of transition.
Retailers will also face increased costs due to EU measures introduced to protect 
employees. This is likely to particularly effect the food sector, especially in the more 
developed markets of the SEM, as the workforce is made up of a high proportion of 
female and part-time staff. EU legislation will increase costs for retailers by 
introducing legislation in such areas as training and holiday pay [CIG, 1988].
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It is likely that consequences of the SEM will also have advantages for retailers. The 
measures to free restrictions in transport, such as harmonization of infrastructure and 
reduction in bureaucracy at borders, will, it is assumed, reduce costs for retailers 
sourcing outside the home market.
In the post-1992 environment retailers will have a wider choice of goods and 
suppliers, and it will be easier to import goods than previously. The concept of mutual 
recognition means that products acceptable in one market, should in theory, be 
acceptable throughout the EU. It does, however, bring about consumer concerns on 
product safety which retailers will need to address [Crampton and Eversley, 1990]
The European Consumer Market
As the SEM becomes increasingly liberalised it will become easier for retailers to 
expand into other EU countries. One factor of influence is that markets, or at least 
consumer segments within markets, are likely to become more homogeneous. A 
second influence is that acquisition, the method of market entry preferred by most 
large sale food retailers, will be facilitated by increasing amounts of financial data 
available on foreign companies. Even if retailers have no desire or capacity to expand 
internationally, it is likely the SEM will impact upon them. Fundamentally, the SEM 
may bring about changes in the home market, not least in the form of competition 
from foreign competitors moving into the domestic market. [Johnston, 1989].
There has been much speculation over the extent to which the European consumer 
market is becoming increasingly homogeneous in the post-1992 environment. This 
issue is addressed in chapter seven by means of analysing responses from the 
empirical survey in the light of published findings. Gogel and Larréché [1989] have 
explicitly stated that the Euroconsumer does not exist. This is perhaps the general 
consensus, although there is literature to support the proposition that there are at least 
segments within the European consumer market that are becoming increasingly similar 
in terms of consumer demand. If this is the case it has obvious implications for the
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expansion strategies of European retailers. Pioch and Brook (1992) point to the 
economies of scale that could be achieved by a centralised pan-European retailing 
system. They do however question the feasibility of such a scheme, not least because 
of the diversities in terms of consumer demand.
There has been much controversy over the extent to which Euro-consumers will 
emerge. It is suggested that in much the same way that there is a mass American 
market, so too will there be a Euro-consumer. Excepting the most expensive items and 
the cheapest, there is room for pan-European products. However, it has been suggested 
that food is the major exception to this assumption of a European mass market, due 
mainly to differences in national diets [Strugatch, 1993]
Despite legislative changes imposed by the SEM, Europe will remain a diverse mix 
of cultures, languages and national differences [Chain Store Age Executive, 1990]. No 
where will this be more apparent than in terms of consumer demand and consumer 
behaviour. Evidence suggests that at present the EU remains a collection of highly 
diverse national markets with different retail structures and consumer demands.
As expressed in a CIG report; 'It can he firmly predicted that no directive from  
Brussels will ever make either the people or the countries o f the Community resemble 
each other* [CIG, 1988, p.4]. The general consensus seems to be that the European 
mass consumer market will remain diverse despite the impacts of the SEM.
2.7 SUMMARY
It is concluded that the theories of retail institutional change go some way towards 
describing and analysing structural transitions within the retailing environment. 
Certainly when studying changes in the European food retailing sector over the past 
few decades, the influence of cyclical and conflict paradigms are evident. The
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importance of environmental influences can also be seen to be fundamental. Much of 
the development of food retailing can be attributed to changing economic, social, 
political, demographic and cultural conditions. The various models place prominence 
upon particular issues, however, it is suggested that they are most useful when used 
in conjunction with one another in order to analyse the structural developments within 
the retail environment.
In an evaluation of the changing environment and likely future trends within the 
European food retail environment, Tordjman [1995] has proposed a number of future 
issues that are likely to become apparent. He suggests that the European market will 
increasingly witness concentration, segmentation and accelerating rates of 
internationalisation. Successful formats will have a strong image and offer specific 
advantages, such as the discount and convenience store offers. He also suggests that 
there will be less growth but more segmentation due to an increasingly competitive 
environment. In such a climate, it seems likely that concentration of markets will 
continue to increase. Market competition and concentration will occur on an 
international as well as a national scale. As such, the number of businesses will 
decrease, as will the number of outlets due to their increasing size. In contradiction 
however, it seems possible that because of the polarisation of operating scales the 
number of outlets may increase, or at least decrease more slowly, due to the growth 
in smaller scale convenience and discount stores.
The increasingly competitive environment is likely to result in the implementation of 
technology and more sophisticated management tools in order to increase efficiency 
and thus profits. Due to intense competition it is likely productivity will fall which in 
turn is likely to result in retailers promoting added value products to increase margins. 
This in turn will lead to a gap at the lower end of the market which is likely to see 
the further development of discount formats. Tordjman [1995] summarises that the 
power within the distribution channel that was once the manufacturers is definitely in 
the hands of the retailer today. He goes on to suggest that within the next decade the
1 0 0
Chapter 2: The Retailing Environment
increasingly competitive environment within the European food retailing sector will 
result in power, in terms of choice of products and services, being in the hands of 
consumers.
The establishment of the SEM in 1992 has provided a catalyst for the study of the 
retailing environment conjointly from a structural and spatial perspective. The increase 
in retail internationalisation that has been noted over the past decade or so, and the 
focus the SEM has placed upon the potential for increasing rates of cross-border 
expansion within the EU, provide contextual and contingent factors respectively. This 
review concludes that the study of spatial-structural features within the European food 
retailing sector is of interest from a theoretical perspective, and particularly, is 
fundamental to the contemporary environment. The process of retail 
internationalisation is evaluated in chapter three.
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3.1 INTRODUCTION
The process of internationalisation is a fundamental concern within the study of the 
contemporary retail environment [Brown and Burt, 1992]. Research in this area has 
been lacking in the past. However, the increasing numbers of retailers moving into 
foreign markets has focused the attention of both practitioners and academics on the 
process. Recent emphasis is partly due to academic interest in analysing a relatively 
new and dynamic phenomenon. It is also a consequence of the increasing size and 
power of retailers. Due to a trend of structural maturity in markets, many retailers are 
having to find strategies of diversification for continued growth, and hence more 
retailers are seeking to internationalise.
The study of the process of internationalisation has traditionally focused upon non­
service sector activities. Although the service sector in general, and the retail industry 
in particular, has certain idiosyncrasies, theory of internationalisation at a more general 
level can be applied in the context of the retail sector [Whitehead, 1992]. It has been 
suggested that internationalisation is more difficult in the retail sector than for other 
industries. Pelligrini [1994] has suggested this is primarily because it is a high risk 
strategy for retailers. Retail internationalisation usually implies direct investment, 
where as manufacturers can initially trade internationally to export their products 
before making the commitment of establishing themselves more fully in a foreign 
market. For this reason retailers have been relatively hesitant to internationalise.
The last decade has witnessed the greatest developments in terms of the scale and 
direction of retail internationalisation. This situation is the outcome of a number of
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influencing factors. Trends of a socio-economic, political and legislative nature have 
all impacted upon retailers. For example, Levitt [1983] has cited the effect of an 
increasingly homogeneous consumer market as an influence facilitating retail 
internationalisation. Once consumer markets were considered to be national but are 
increasingly looked at in terms of global segments. Growth in the size of retail 
companies is also a factor which has supported transnational business operations.
Trends in the structure of the retail environment have impacted upon retailers and their 
expansion strategies. The increasing power of retailers within the channel of 
distribution has facilitated the domination of domestic markets by a smaller number 
of powerful businesses. As opportunities for continued growth become limited in an 
increasingly concentrated market, so operating on a multinational scale becomes 
increasingly attractive. Dawson [1994] cites the reduction in trade barriers around the 
world as facilitating the process of internationalisation, placing particular prominence 
on the effect of the SEM.
Although it has been stated that retail internationalisation is predominantly a recent 
phenomenon, there are also historical examples of retailers moving abroad [Mathias, 
1967; Truitt, 1984; Wood and Keyser, 1953]. A number of these early moves were 
partially the result of European colonial links with other regions of the world. Many 
of the first internationalists operated in the luxury goods sector. Establishing an 
overseas operation was perceived primarily as a means of serving European 
expatriates, an example being Harrods’ move to Argentina in the early twentieth 
century [Hollander, 1970]. However, there are also examples of early 
internationalisation by retailers in other sectors. For example, the American retailer 
FW Wool worth moved into both Canada and the UK before 1910, and Julius Meinl 
of Vienna established stores throughout Eastern Europe by the start of the Second 
World War [Dawson, 1994]. In contrast to the luxury goods sector which targeted a 
particular consumer niche, these retailers were very much focused on the mass market.
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It is recognised that operating on an international scale may present a problem for 
retailers due to the fact that culture and consumer demand vary along a geographical 
dimension. An implication of this is that when a retailer expands away from its 
original location, it may need to adapt its offer to suit local consumer demand. 
However, as Hollander [1970] suggested when evaluating the American market and 
as Dawson [1994] has reaffirmed in terms of the European market, differences within 
a nation may actually exceed those between them. This concept is addressed more 
fully in chapter seven, but essentially it is proposed that national borders do not 
necessarily demarcate the differences between consumer markets or represent an area 
of homogeneity within national borders.
As an example of such a situation, Dawson [1994] suggests that operating in the 
autonomous regions of Andalucia and Catalonia in Spain may actually involve greater 
differences in environmental factors than operating stores across borders, for example, 
the boundary between Belgium and Holland. However, he goes on to note that 
national borders do have meaning for retailers, even if only in terms of the political 
and legislative environment in which a retailer must operate.
The following chapter provides a review of theories that have been devised which 
, attempt to describe and analyse the nature of retail internationalisation and its driving 
forces. Initially, a definition of internationalisation is given. An overview of various 
means of internationalisation are presented, from the transfer of actual retail operations 
to the internationalisation of management functions. Following on, the development 
of the academic debate focused upon retail internationalisation is addressed. The 
commonalities and idiosyncrasies of the internationalisation of retailers and other 
forms of business are noted, followed by a discussion of the way in which research 
into retail internationalisation is progressing.
The motivations underlying the process of retail internationalisation are addressed. The 
factors influencing the process of internationalisation have often been addressed in
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terms of push and pull factors. A furtherance of this framework has been the 
development of the reactive and proactive schools of thought. Traditionally it has been 
suggested that retailers have only internationalised when opportunities for continued 
growth within the home market have expired. More recent research has placed greater 
prominence on proactive motives for internationalisation, namely that operating on an 
international scale presents opportunities that are actively sought by retailers.
The direction of retail expansion is discussed. The factors that determine which 
markets are chosen once the decision to internationalise has been taken are addressed. 
These include market characteristics, such as market size and opportunities for growth, 
as well as other factors relating to the retailer, such as the sector of the industry in 
which the retailer is operating. Typologies describing types of international retailer are 
described. A common factor amongst them is the distance of the host market from the 
domestic operation and the sector of activity.
Mechanisms for market entry are addressed. A discussion of the particular advantages 
and disadvantages of particular methods is given. The appropriateness of particular 
methods are discussed in relation to the food retail sector, market characteristics, the 
nature of the retail offer, and, the company culture. Research focused on describing 
the process of retail internationalisation is then reviewed. The nature of the process 
is defined in a discussion of the parameters of retail internationalisation. Following on, 
transitions in the very nature of the process of retail internationalisation, particularly 
in the changing environments created by free trade areas, are addressed.
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3.2 RETAIL INTERNATIONALISATION: A DEFINITION
When discussing retail internationalisation, the most obvious consideration is the 
transfer of retail operations from the home market to a new location. Much of the 
research into retail internationalisation is concentrated precisely on this process 
[Dawson, 1993]. However, retail internationalisation is also considered as a wider and 
more complex process than merely the transfer of operations. Some research 
addressing the process of retail internationalisation has taken a broader approach 
[Baron et al., 1991; Burt, 1991; Stemquist and Kacker, 1994].
In addition to the transfer of retail operations across national borders, consideration 
has also been given to the transference of retail concepts from one market to another. 
Retail concepts include innovations in the industry, the development of new formats, 
and also, particular retail offers focused specifically on niche consumer segments. In 
many cases, innovative retail concepts have not been developed within the markets 
they operate, but rather, the concept has been transported from the market in which 
it was originally developed.
The transfer of management expertise and techniques have also been considered 
functions of the process of internationalisation. This may include the movement of a 
general management philosophy or culture into a new environment, or more 
specifically, the transfer of specific techniques or tools used in management.
Increasingly, technology is being transferred into new retail markets. The 
internationalisation of technology includes the development of logistical and 
distribution functions, as well as an increasing use of IT within retailing. The final 
category considered as part of the process of retail internationalisation is buying 
operations. Although international sourcing has not always been thought of as 
internationalisation, it is the aspect that is perhaps most developed for many retailers. 
Retailers who operate solely within the domestic market, as well as those of a more
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multinational character, often deal with manufacturers from a number of countries. 
Added to this is the fact that many manufacturers are themselves international in 
nature. Sourcing has increasingly developed as an international function of retailers 
due to the impact of retail alliances.
3.2.1 Transfer of Operations
A literal interpretation of retail internationalisation is the expansion of a retailer from 
its operation in the domestic market into a foreign market. The type of retail operation 
may or may not be similar to that operated in the home market. Even if it is all but 
identical, it may well be trading under a different fascia. A number of methods of 
market entry are open to the retailer. These include; acquisition, taking over a retail 
company already established in the market; yom/ venture, establishing a company with 
a partner, most usually one who is indigenous to the market or who has experience 
of operating in the market; organic growth, opening new outlets and either introducing 
the domestic offer into the new market or creating a new retail fascia; share holding, 
acquiring shares of a retailer already operating in the chosen market; and franchise, 
allowing entrepreneurs to open outlets under a single fascia which are operated under 
certain generic conditions.
Each of these methods of market entry offer particular advantages and are subject to 
specific disadvantages. The choice of market entry method is dependent upon a 
number of issues. These include the sector of retail activity, the conditions of the new 
market, the size of the company, the management culture, the degree of control 
required, the length of time over which the process is to take place, and 
fundamentally, the amount of capital available for investment.
Although the internationalisation of operations provides the potential for great success 
and growth opportunities, it is a strategy which often involves a great amount of 
capital investment and carries with it a high risk factor. It has been suggested that 
indigenous retail formats do not travel well. There are examples of international
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retailers that both support and contradict this statement. However, it is particularly true 
for the food sector. The difficulty in transporting retail offers across borders is partly 
be due to cultural aspects of consumer behaviour in the food sector, but also, the risks 
are inherently greater for food retailers as they seldom have the opportunity to move 
into a new market on an incremental basis. Most transfers of food retail operations 
occur on a relatively large scale due to specific logistical requirements, and hence 
potential losses if the venture fails are also magnified.
3.2.2 Transfer of Concepts
The transfer of retail concepts across national borders has been considered as a form 
of retail internationalisation. The term concept includes forms of retailing, for example 
mail order shopping. It also implies the transfer of format types, such as the 
hypermarket or convenience store format. Further, the transfer of concepts also 
includes the internationalisation of a particular niche marketing approach, as employed 
by the Body Shop or Benetton.
A primary form of concept transfer is the internationalisation of particular formats. For 
example, the self-service concept first emerged in California in 1912, with the later 
establishment of the first supermarket in New York in 1930. This concept was 
transferred to a number of international markets within the next two decades. For 
example, it was transferred to Sweden and Germany in 1938 and France in 1947. 
Similarly, the convenience store format, which originated in the USA in the late 1920s 
was subsequently the focus of internationalisation with its establishment in Europe, 
particularly since the 1970s [Stemquist and Kacker, 1994].
The transfer of retail concepts may be carried out by the retailer who originally 
developed the concept, or the concept may be copied and transferred to a new market 
by a completely different retailer. One scenario is when a retailer sees a successful 
concept in a foreign market, whether it be a style of retailing, a particular format, or 
a niche retail approach, and then transfers the concept into their own home market.
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Although they may not have experience of operating that particular concept, they 
would have knowledge of the domestic market and the prevailing conditions. An 
example of this includes Sainsbury's import of the self service supermarket format 
from the USA to the UK in the late 1940s [Whitford and Hope, 1994].
Conversely, concept internationalisation may be carried out by a retailer who is 
operating a particular retail concept and perceives that a similar format would be 
successful in a foreign market. Examples of such actions include niche retailers the 
Body Shop and IKEA [Helfferich and Hinfelaar, 1995]. Both retailers felt their 
particular concepts were strong enough to transfer into new markets. These offers were 
perceived not to be reliant on particular market conditions, and hence could be 
successful in non-domestic markets. Retailers such as these are often perceived as 
global retailers. Rather than targeting a mass market they seek to target a specific 
niche market, but one that is evident in a number of countries.
3.2.3 Transfer of Management Expertise
The transfer of concepts is also related to the internationalisation of management 
expertise. This includes the internationalisation of skills and techniques used in the 
management and running of the company, and also, the transfer of characteristics of 
the management culture of a company. An increasingly important means of 
transferring management functions is by the formation of alliances. Retail alliances 
were once seen as primarily being a means of achieving economies of scale in buying. 
This is still the case, but some alliances go much further than this.
Clarke-Hill et al. [1995] suggest that the primary objective for forming alliances has 
been to 'transfer competitive advantage to members' p. A7.29. They present a hierarchy 
of alliance types, which range from loose affiliations, through to tight alliances with 
controlling interest or a full merger with retained identity of the retail subsidiary. 
Robinson and Clarke-Hill [1993,1995a, 1995b] suggest a number of motives retailers 
may have for joining alliances, these include; defensive-offensive motives, operational
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synergies, buying economies of scale, increased retailer power with manufacturers, the 
development of private labels, as defence against the market entry of foreign 
competitors, and an outcome of growing trend of globalisation.
The wide range of potential motives suggests alliances are formed for reasons other 
than achieving economies in sourcing. The diverse and dynamic nature of retail 
alliances has led to some confusion over their definition. Dawson and Shaw (1992) 
have suggested an alliance involves co-operation between at least two retailers with 
the objective of combining resources to increase competencies of all members. Thus, 
they stress the transfer of management techniques, as well as the buying function 
commonly associated with retail alliances. An alliance that has placed particular 
prominence on the exchange of expertise and information is the ERA. Their joint 
purchase of computer hardware for Ahold (the Netherlands), Argyll (UK) and Casino 
(France) not only achieved efficiencies, but also, the purchase of common systems has 
provided the potential for ERA members to share consumer database information 
[GIG, 1991].
As in the example cited above, the transfer of management techniques may be linked 
to the transfer of technology. The scale and sophistication of retail management 
increasingly requires the use of technological advancements in a bid to remain 
competitive. The use of more sophisticated technologies as management tools are often 
increasingly required as retailers internationalise [Herman, 1995], whether in terms of 
operations or just sourcing. As a consequence, it is suggested that internationalisation 
of one function of a retail company often follows the internationalisation of another 
aspect. For example, if a retail company internationalises its product sourcing, this 
may lead to the international transfer of certain management functions, such as those 
related to logistics or distribution for example. An example in the food sector is 
transfer of the centralised warehouse distribution system [Femie 1995; McKinnon, 
1991].
I l l
Chapter 3: Internationalisation
3.2.4 Transfer of Technology
The transfer of technological developments across national borders includes the 
introduction of technology, and more notably in recent years, information technology. 
IT has been fundamental in the implementation of new techniques used in the central 
management of retail companies. Initially, this involved the adaption of original 
systems of management onto computer systems, and the subsequent updating of these. 
The introduction of IT has also allowed the development of new techniques and 
systems used in the central management of retail operations that were previously not 
possible, either because the type and scale of information required was not available, 
or, because it would have been too costly in terms of both finances and time. As 
Dawson and Burt [1989] have suggested, IT has been used to improve both the 
quantity and quality of data available for use in decision making in functional areas 
of retailing, such as finance, personnel and logistics. IT has also allowed the 
utilisation of new management tools to help in decision making, such as for example, 
direct profit profitability (DPP).
In addition, technological advancements are apparent at the operational level. An 
example of the internationalisation of a system dependent on technology is the 
introduction of the European Article Number (EAN) into the European retail industry. 
The EAN is a system of coding all grocery products by bar codes based on the 
American system, the Universal Product Code (UP) [Alexander, 1994; Child and 
Loveridge, 1990]. The adoption of electronic data interchange (EDI) offers retailers 
a number of advantages, many of which are a result of the simplification of procedures 
and the resulting savings in costs, time and reduction in mistakes [Bamfield, 1994; 
Benjamin et al., 1990; Jansenns and Cuyvers, 1991; Parfett, 1992]. Dawson and Burt 
[1989] also state that it is not just the amount of investment in IT that is crucial, but 
also, the extent and type of use that is made of it. This factor is related to the 
management of the organisation, and is an illustration of the inter-relationships 
between the different functions that retailers can transfer internationally.
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In addition to advances in IT, other forms of technological advancement are also the 
subject of international transfers. As already noted in reference to the transfer of 
management techniques, logistics and distribution have been an important area for 
such modernisation. The 'just in time' distribution system may be considered as a 
management function, however, to realise this objective particular technological 
requirements are needed, including the actual transport. An example of such a 
provision is the need for large lorries equipped with refrigerated containers for the 
efficient transportation of some goods.
The transfer of technology may not always involve the introduction of state of the art 
technology, but rather, employing technology that is relatively advanced. Retailers may 
feel it is preferable to move into a market where they have a technological advantage. 
In such a situation they would have a competitive advantage over indigenous retailers 
in the market. Thus, technology may be employed for the purposes of efficiency and 
cost savings, but also it may be used as a form of competitive advantage in itself.
The trend of internationalisation of technological aspects of the retail industry has 
numerous implications, notably the changed environment that is imposed upon the 
recipient country. The process of internationalisation can result in changes in the retail 
environment of the host country. This is particularly the case when a retailer 
originating from a developed market moves into a country with a less developed retail 
structure. Notably, it is not just the introduction of specific formats or new 
technological tools that has an impact, but, the influence of sophisticated management 
structures may have a significant impact on the host country. This idea is discussed 
in a study of the impact of non-indigenous retailers on the Greek market. Boutsouki 
et al. [1995] suggest that;
'While direct competition with indigenous retailers is an important factor in change, 
in the longer term it is the diffusion o f  modem management thought and practices in 
Greece that is likely to have the more fundamental outcomes', p. A7.15.
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3.2.5 Transfer of Buying Operations
Finally, just as retail operations, management expertise and technological know-how 
are being increasingly transferred across national borders, so too is the function of 
buying. In fact it is the function of sourcing that has had the greatest impact in terms 
of internationalisation. In the post-war era many manufacturers have grown in size and 
have become transnational corporations. In many cases this has resulted in retailers, 
even those whose retail operation is based solely in the domestic market, dealing with 
manufacturers and wholesalers in foreign markets.
As previously noted, the food sector is often considered to be the part of the retail 
industry that is least appropriate for internationalisation. It is also the sector that has 
placed prominence on the formation of alliances. A CIG [1991] report has identified 
12 major alliances operating in the European food retail environment. These are made 
up of 108 food retailers with 23 of the top 50 largest food retailers are involved (see 
appendix 3.1 for details). These figures illustrate just how powerful retail alliances are, 
and, are an indication of the increasingly important role they are playing in the 
European food retail industry [CIG, 1991b].
As previously noted, alliances have been formed to meet a number of requirements, 
including the transfer of management expertise and information. However, one of the 
major motives for retailers to join an alliance is still the efficiencies and leverage they 
can attain in sourcing. Although many retailers are now operating on a very large scale 
in terms of the national markets, when dealing with manufacturers, many of whom are 
multinational in character, the benefits of joining together in order to increase their 
size are evident; namely to use their collective influence with suppliers to reduce 
prices and improve quality. For example, EMD have explicitly stated their aim of 
exerting the combined purchasing power of its members; In unity there is strength. 
In international unity even more strength' [CIG, 1991, p. 18].
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An additional benefit of alliance membership is the potential for common label and 
product development within the alliance. The joint development of brands offers 
potential efficiencies from scale economies, and also, can provide greater leverage in 
negotiations with suppliers. An example of such a situation involves members of the 
Eurogroup alliance. A variety of own brand products from retailers Rewe, GIB and 
Vendex are available in each others stores. This not only provides savings from 
economies of scale but also shares the risks associated with the development and 
production of own brand products [CIG, 1991].
In conclusion, retail alliances are changing the nature of the European retail 
environment, not least in terms of the retailer-supplier relationship. In a situation 
where the growth rates of many large retailers have slowed, and as a consequence 
further leverage from scale economies with suppliers is becoming limited, alliances 
offer retailers a chance to gain from increased efficiencies by joining together against 
manufacturers. Further, in a situation where retailers are competing vertically within 
the channel of distribution, alliances provide the opportunity to share risks and benefits 
on a horizontal level within the channel.
3.3 DEVELOPMENT OF THE ACADEMIC DEBATE
The origins of the contemporary academic study of retailing lie in its foundations in 
the disciplines of geography, economics, and subsequently, marketing. The 
geographical perspective is of particular relevance to the consideration of the 
expansion of retail firms on an international scale. Some concepts used to describe and 
analyse retail internationalisation are common to other aspects of geography. An 
example of a particular means of considering retail internationalisation is the concept 
of push and pull factors. The influence of motives of a push and pull nature have been 
used in the analysis of many geographical flows, for example, migration trends. 
Factors of consideration may be common to many types of geographical flows. For
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example, the impact of economic conditions impinges on population migration trends 
as well as retail internationalisation. Other factors are idiosyncratic to particular types 
of geographical flow, the competitive advantage of the transfer of a particular fascia 
is only directly relevant to the international expansion of retailers.
The study of internationalisation is a relatively recent development in the area of 
retailing. Its emergence is the outcome of changing conditions both in the retail arena 
and also the focus of attention within academia. Fundamentally, the process of retail 
internationalisation is itself a relatively recent phenomenon. There have, however, been 
examples of retailers operating an international presence for some considerable time, 
a fact that is not always recognised within the literature [Akehurst and Alexander, 
1995a]. However, the majority of international activity has occurred within the last 
three decades, and particularly since the late 1980s. The process of internationalisation 
has developed at an accelerating pace. It is this very fact that has been important in 
focusing attention. Not only are international retail operations becoming more 
prevalent, but the scale and pace of their development is increasing.
The academic debate focused upon retailing has received increasing attention. The 
discipline initially developed in North America, and it has been suggested that there 
has been 'an explosion o f interest in the subject area in Britain during the 1980s' 
[Davies, 1995, p.239]. To exemplify this situation Davies cites the recent 
establishment of undergraduate degree courses in retailing at a number of universities, 
the creation of chairs and the emergence of research groups focused specifically on 
retailing, and the establishment of new academic journals focused upon the area. He 
also notes that retailing has received increasing consideration not just in the UK but 
elsewhere within and outside of Europe.
Davies [1995] proposes that the development of retailing as an academic discipline is 
the result of a number of factors. First, it is a response to recognition of the power 
now wielded by retailers. The shift in relative power within the channel of distribution
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has resulted in retail companies becoming large and structured organisations. An 
outcome of this is their need to employ greater numbers of graduates. Universities 
have responded to the demand from industry by creating degree programmes 
specifically designed to service this requirement.
Despite these recent developments, Davies [1995] suggests that retailing is still not 
perceived as an academic subject equivalent to others, for example, marketing. He 
suggests a primary reason for this is; 'the lack o f a coherent framework fo r  the study 
o f retailing', p.239. He also suggests that much of the work focused upon retailing has 
been of a descriptive nature and as a consequence such studies become quickly dated. 
He suggests therefore that for the academic debate to be advanced, further research 
which seeks to conceptualise theories of retailing are required. It is suggested that 
retailing should borrow and adapt theories from other disciplines, an example being 
employing the stages theory of international business in a retail context. Davies [1995] 
concludes that in addition to adapting more general theories there is also a need to 
develop retail specific theories in order for the retailing debate to be furthered.
3.3.1 The Study of Retail Internationalisation
Akehurst and Alexander [1995a, 1995b] state that within the last decade there has 
been a dramatic increase in research activity focused specifically on retail 
internationalisation. In conjunction with the development of the discipline of retailing, 
the process of internationalisation has received increasing attention due to a 
combination of academic interest and changes in the commercial environment. As 
previously noted, the last decade has witnessed retailing strengthening its position as 
an academic subject. Within the area of retailing, internationalisation has become an 
area of increasing interest due to the number and scale of retailers operating on an 
international basis.
It is suggested that just as the discipline of retailing within Europe has followed from 
developments in the US, so too has the subject area of internationalisation [Akehurst
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and Alexander, 1995a]. In some respects there is a link between the development of 
the academic debate and the expansion of retailers themselves. Certainly retailers from 
the US have been visible in terms of international activity since the late 1940s. 
However, European retailers have also been active in initial expansion within the 
international arena, although most activity has occurred since the 1960s.
Much of the research focused upon internationalisation has been characterised as 
descriptive in nature. It is certainly true that many studies have sought to describe the 
direction of international expansion of retailers [Bunce, 1989; CIG, 1991, 1994; 
Davies, 1993; Davies and Jones, 1993; OXIRM, 1989a, 1989b, 1990; Robinson and 
Clarke-Hill, 1990]. Some studies have analysed the underlying reasons for the 
implementation of internationalisation. Others have merely described the process rather 
than attempting to understand its nature. Dawson [1994] has stated that; 'The research 
on international retail activity has been dominated by empirical studies and lacks an 
adequate conceptual theoretical framework', p.269.
Some theoretical concepts and models aim to simplify a description of international 
activity rather than analysing the character of the process. Studies have produced 
typologies and classifications of international retailers based on, for example, the type 
of markets they have entered and the entry mechanisms that they have employed. This 
has provided an insight into the activity of retailers in the international arena and the 
changes that occur over time. However, such studies do not address the more 
fundamental issue of defining the process itself. Alexander [1994b] and Pelligrini
[1994] both suggest the term internationalisation lacks a comprehensive and incisive 
definition. McGoldrick [1995] has affirmed this view and states;
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'As is typical with an emerging sub-discipline, much o f the work is o f a 
descriptive/classifjcatory nature. There have emerged some useful taxonomies o f  
motives/driving forces fo r  internationalisation, o f entry strategies and o f development 
positions. These have helped to provide a synthesis o f the growing volume o f case 
material that is available depicting entry to, or 'invasion' from, foreign markets. As 
the subject matures there is a pressing need fo r  research into the 'hows' o f  
international retailing' p.l3.
In consideration of the future development of the study of retail internationalisation, 
Akehurst and Alexander [1995b] suggest it will become a focus of increasing 
attention. They propose that rather than it remaining an area of research within the 
broader subject of retailing, the development of the industry within the international 
arena will result in more general studies taking an international dimension. Thus, 
research into the activity of retailers will have an inherent international element.
Their response to the claims that the subject area is still very much emerging, is that 
the next decade will witness the academic debate moving towards a position of 
maturity in its lifecycle. If this is the case, it seems likely that further research will 
focus upon new areas of interest that emerge, or, on those subjects for which at 
present there remains a gap within the literature. However, perhaps more importantly, 
as the discipline reaches a stage of maturity it is proposed that theories will receive 
more conceptualisation and the process will become increasingly understood in 
addition to being described.
3.3.2 The Focus of Research
The initial body of research focused upon the process of retail internationalisation 
emerged during the 1960s and 1970s [for example; Dunn, 1962; Jeffreys, 1968, 1973; 
Jeffreys and Knee, 1962; Langeard, 1974]. It has been suggested that the seminal work 
of Hollander [1970] provided the basis on which the academic study of retail 
internationalisation is founded [Alexander, 1995a; Burt, 1995]. His work aimed to
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provide an overall perspective of the scale of international retail activity as well as an 
understanding of the process. Despite the subsequent development of both international 
retail activity and the academic debate focused upon it, much of Hollander’s original 
work remains of significant value today. Further, Alexander [1995] suggests that many 
of the questions Hollander raised still require further development and academic 
attention.
In many cases research has sought to describe the geographical flow of retail activity. 
There is a body of research which has focused upon particular geographical flows of 
retail internationalisation, for example, transatlantic moves by retailers [Ball, 1980; 
Exstein and Weitzman, 1991; Hallsworth, 1990; Hamill and Crosbie, 1990; Kacker, 
1985, 1990; OXIRM 1989a, 1989b; Wrigley, 1989]. Other research has focused 
specifically on the outward expansion of retailers from a particular country. For 
example Burt [1993] and Alexander's [1994] study’s of British retailers, and Davies 
[1993], Cheung [1994] and Chen and Stemquist’s [1994] research on Japanese 
retailers. Similarly, there has also been research that has analysed the international 
activities of retailers from a region or continent, for example, Burt’s [1989, 1991] 
analysis of European retailers.
Other research has taken a case study approach and has focused upon the activity of 
individual companies. Examples include Burt’s study of Carrefour [1986], Lord et al.’s 
[1988] research on the internationalisation of Albert Gubay, Martenson [1981, 1985, 
1988] and Arbrose’s [1985] work on Ikea, Laulajainen’s [1992] focus on Louis 
Vuitton, Fritsch’s [1962] research on Sears Roebuck, and Bunce’s [1989] study of 
Laura Ashley.
The potential idiosyncrasies of particular retail sectors have served as a trend within 
research. For example Burt’s [1991] study of the grocery sector sought to analyse the 
differences and similarities of the internationalisation process for those retailers 
operating in the food sector. Other work has studied the internationalisation of
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particular retail formats, for example, Hallsworth et al.'s [1995] research on warehouse 
membership clubs, Davies and Jones [1993] study of the international activity of 
department stores, Gardner and Dennison's [1993] work on discount grocery operations 
and Ho and Sin's [1987] research on the convenience store format.
Additionally, research has placed prominence on the strategic dimension and has 
sought to explain the process of retail internationalisation. For example, discussion of 
the push, pull and factors facilitating internationalisation has been addressed by 
Davies and Treadgold [1988] and Treadgold [1990a]. The motives underlying retail 
internationalisation have been addressed by empirical based research [Alexander, 1988, 
1990a, 1990b, 1993; Williams, 1992a, 1992b].
Issues relating to mechanisms of market entry have been the subject of attention. 
Research has addressed such issues as the benefits and disadvantages of particular 
strategies, the appropriateness of methods to particular sectors and market conditions, 
and also, the degree to which particular methods have been employed at different 
times [Burt, 1995; Dawson, 1994; Hollander, 1970; Salmon and Tordjman, 1989; 
Treadgold, 1990a].
Some research has sought to produce models or theories as a means of understanding 
international retailing. Classification of international retailers have been produced 
based on dimensions such as market entry method, geographical spread of operations 
and experience within the international arena [Salmon and Tordjman, 1989; Treadgold, 
1988, 1991].
As noted previously, although once there was a definite lack of research focused upon 
the internationalisation of retailers there now exists a substantial and growing body of 
knowledge. However, in many cases theories stand alone and do not form a 
comprehensive and integrated framework by which to understand the process of retail 
internationalisation. Often research does not incorporate previous theories and concepts
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developed by the academic agenda. Further, there remain gaps within the literature yet 
to be addressed to any significant degree. Fundamentally, the dynamic retail 
environment ensures continuing research is needed to update ideas using evidence 
from the contemporary industry.
3.3.3 The General Internationalisation Debate
Theory relating to the international activity of non-retail industries is more prolific 
than that focused solely upon the retail sector. In part this is an outcome of the fact 
that retailers have been slow to internationalise to any great extent in comparison with 
other sectors, such as for example, manufacturing industries. In addition to establishing 
new theories relating specifically to the internationalisation of retailers, theories of a 
more general nature have also been employed in a retail context.
One method of addressing the process of internationalisation has been to study it in 
terms of developmental stages. Bell [1995] has suggested that the 'Uppsala School' of 
thought has had a strong impact upon the development of stage theories. Bell notes 
that the similarity between behavioural models developed during the late 1970s and 
early 1980s relating to the internationalisation process are that they all suggest an 
incremental or 'stages' approach. He cites as examples Lee and Braschs [1978] and 
Reids' [1981] cyclical models which are based on the concept of the diffusion of 
innovation theory [Rogers, 1962]. Additionally, Bilkley and Tesar [1977], Cavusgil 
[1980] and Czinkota [1982] have all developed theories based upon the idea of an 
export development learning curve.
Bell [1995] cites the significance of the 'establishment chain theory', as developed by 
Johanson and Weidersheim-Paul [1975] and Johanson and Vahlne [1977, 1978], which 
suggests that the internationalisation process is sequential. They propose that a 
company's commitment to a foreign market and a strategy of internationalisation 
increases as they gain knowledge and experience of operating on an international 
scale. Further, it is suggested that once a decision to internationalise has been made,
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firms initially enter markets that are both geographically and culturally proximate. As 
they become more experienced internationalists so they progress to moving into 
markets that are further from the home market in terms of culture, economy, political 
climate and geography [Carlson, 1975; Vahlen and Weidersheim-Paul, 1973].
Bell [1995] notes that the concept of psychic distance between markets was initially 
suggested by Burenstam-Linder [1961]. His research suggested trade usually occurs 
between nations that have similar cultures and levels of economic development. To 
some extent the geographical dimension may be taken as a proxy measure of both 
these factors if it is assumed that there are more similarities in terms of structural 
development and culture within regions then between them. In research focused 
specifically upon retailers, Burt [1993] has suggested the same three factors shape the 
nature of international expansion, namely the factors of geographical distance, cultural 
proximity and level of economic development.
In consideration of the differences that the sector of activity places upon 
internationalisation, Edvardson et al. [1993] suggest a conceptual framework 
specifically focused upon knowledge intensive service companies. They view 
internationalisation as a four stage process. Initially, the prospects of taking such an 
action are analysed. At this stage the focus is broad and gaining knowledge is the 
result of experimental learning. The second stage, is that of introduction to the 
international arena. The strategy to internationalise becomes more systematic and 
interest is focused upon a smaller number of destinations. The third stage is termed 
consolidation. The company aims to improve its position in the new market and adapts 
its offer to suit conditions. The final stage, reorientation, involves the company 
adjusting to suit the market and also seeking new opportunities for expansion. 
Edvardson et al. [1993] note that the demarcation of the process into four distinct 
stages is in some respects false. The process is a progressive one. However, they 
justify the stages approach by proposing it illustrates the average process. They note 
that companies will pay more attention and invest a longer time at different stages.
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Alexander [1997] has provided a synthesis of the stages approach to 
internationalisation by combining a number of models conceptualising the progression 
of the process of internationalisation [1997]. Figure 3.1 illustrates both the progression 
of stages of development and also the prominence placed upon each by individual 
researchers. Alexander [1997] lists seven distinct stages in the process. All of the 
stages are employed by one or other of the four models he combines, however, none 
of them incorporates all seven. The process of internationalisation is considered to 
include six stages by Bilkey and Tesar [1977], Cavusgil [1980] and Czinkota [1982], 
yet only four by Johanson and Wiedersheim-Paul [1975].
As illustrated in figure 3.1, most consider the operation in the domestic market to be 
the initial stage or a prerequisite to international activity. However, Johanson and 
Wiedersheim-Paul [1975] neglect this stage and view the process of 
internationalisation as initiating with unsolicited or irregular export activity. Following 
on from this, the third stage is generally considered to be a formal consideration o f  
export markets. However, two of the four models under consideration neglect this 
stage and move straight on to the fourth, namely cautious export activity into easily 
accessible markets. Developing on from this is experience of small export activity and 
subsequently experience of large export activity. The seventh stage noted is that of 
non-domestic production.
The 'stages' approach to the study of internationalisation has received criticism. Bell
[1995] suggests that much of this challenge has been derived from empirically based 
studies. The examples Bell cites include Cannon and Willis' [1981] conclusion that 
companies seeking to internationalise do not always follow a progressive step by step 
pattern of development within the international arena, and further, companies do not 
progress lineally in terms of the dimension of time. Whilst some firms who have 
internationalised may withdraw from international activity, others may accelerate the 
process and even jump stages in order to progress at a faster pace. Buckley et al. 
[1979] propose that companies do not always employ consistent organisational
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Figure 3.1
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approaches to international growth and Reid's [1983] criticism is that the stages 
approach is far too deterministic in character. He suggests that the progression of the 
models are based on the companies initial view of internationalisation and so do not 
account for subsequent changes and developments.
Furthering this critique, Andersen [1993] proposes that whilst the stages approach 
describes the internationalisation of some firms, it certainly is not able to define the 
process for all companies. In particular he questions the relevance of these theories for 
service sector firms. Two main issues he points to in his critique are the fact that 
many of the stages models merely describe a process of internationalisation and do not 
seek to understand how the process occurs or how progression from initial stages to 
more developed stages takes place. Secondly, he suggests that the models need to be 
tested more thoroughly on an empirical basis and also in terms of longitudinal studies.
One such theory that is focused more generally but has been analysed in the context 
of retailers is that proposed by Dunning [1981, 1988]. In an analysis of direct foreign 
investment (DPI), not specific of sector, he proposes that there are three main factors 
that result in internationalisation. Further, it is suggested that the nature of each will 
shape the type of international activity of a company. The first consideration relating 
to internationalisation by means of DFI is the degree of specific advantages 
attributable to ownership, which may be due to a strong retail brand, or, a specific 
format or offer in the case of retailers. Dawson [1994] has suggested retail examples 
of the Body Shop and Aldi. He also suggests that this type of advantage lends itself 
to the market entry mechanism of franchise type agreements, although clearly from the 
example of Aldi, this is not necessarily the case.
The second consideration when evaluating the likelihood of DFI is location specific 
advantages. A company may move into a new market because of advantages not 
present in the domestic market, for example, lower land and employment costs. In 
such circumstances it may be more feasible for a company to concentrate on
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expansion outside of the home market if conditions are more suitable for growth. The 
expansion of French hypermarket retailers into Spain is cited as an example 
[Treadgold, 1990b]. Thirdly, it is suggested that DFI will occur when environmental 
constraints limit internationalisation by any other means. Examples of such situations 
include legislative constraints on other market entry mechanisms such as franchising, 
and, unfamiliarity with the new retail concept in the host market.
Both Dawson [1994] and Bell [1995] suggest that the development of alternative 
theories relating to the internationalisation process are the outcome of critiques of the 
stages approach. Dawson reviews application of the transaction cost paradigm [Kay, 
1991]. The transaction cost paradigm is usually applied in analysis of the vertical 
relationships of manufacturers and so has limited use when considering the more 
horizontal structures of retail companies. However, despite these limitations, he 
suggests it may hold potential for studying international sourcing by retailers, which 
has a more vertical structure.
Dawson [1994] and Bell [1995] place prominence on the network approach 
[Blankenberg, 1992; Blankenberg and Johanson, 1992; Hakansson, 1982; Johanson and 
Mattson, 1988, 1991; Kogurt, 1990]. The network approach suggests that exchange 
relationships do not evolve in a highly regulated manner, but rather, they develop in 
a less structured way. It is suggested that greater knowledge and trust result in greater 
commitment to the process of internationalisation. Whilst network theories do not 
devalue the factors of influence suggested in earlier theories, for example the concept 
of psychic distance, they do suggest that the process of internationalisation is far more 
complex that previous models implied. Dawson [1994] has suggested that whilst the 
network approach has been widely employed in the study of the internationalisation 
of production, its focus on vertical international relationships does not lend itself to 
the more horizontal structures of retailers. He notes, in similarity to the transaction 
cost paradigm, it may be suited to the study of international retail alliances which are 
more vertically structured organisations.
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Dawson [1994] concludes that whilst research on the international activities of retailers 
may draw upon established theories established which focus upon international 
manufacturers, the theories can not simply be transferred to a retail situation. The 
differences between manufacturing and retailing, notably the difference in terms of the 
importance of vertical and horizontal relationships, results in the need to adapt theories 
of the internationalisation of manufacturing if they are to be relevant in the retail 
context. Dawson [1994] states that the idiosyncrasies of the retail sector restrict the 
application of more generic theories. Not all theories relating to the internationalisation 
of manufacturing companies can be applied within the retail context, especially if they 
have not been specifically adapted.
Further, both Dawson [1994] and Pelligrini [1992] have suggested that although there 
are parts of theories of general internationalisation that can be applied to the retail 
context, they do not offer a comprehensive framework from which to study retail 
internationalisation. In some cases theories that have been established on the basis of 
studying manufacturers serve to illustrate the differences rather than the similarities 
between the internationalisation of manufacturing companies and retailers. In 
conclusion, whilst the more general theories of internationalisation are often over 
looked by research focused specifically upon the retail industry, they can and do offer 
certain insights in to the process of internationalisation. Certainly there are factors that 
are common to companies undertaking a strategy of internationalisation whatever their 
sector of activity. However, their are also differences and the more generally focused 
models can not simply be replicated using retailers as case studies, but rather, must 
be adapted in order to consider the idiosyncrasies of retailers operating in the 
international arena.
3.3.4 Research Methodology and Data
Much of the analysis of retail internationalisation is based upon secondary source data 
and observable trends. There has been a call for more empirical research in the area 
[Whitehead, 1992], a theme that this research hopes to address. Indeed Williams
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[1992a, 1992b] has suggested that the nature of the methodology on which the 
research is based may in fact have some bearing on the findings. Much of the initial 
research into the motives underlying internationalisation was based on observable 
trends and suggested a predominantly reactive approach by retailers [Treadgold, 1988]. 
However, further research which employed an empirical methodology supported a 
more proactive interpretation [Alexander, 1990a, 1990b; Williams, 1992a, 1992b]. To 
some extent this may be explained as the methodology biasing the results, in which 
case further research is needed to clarify the nature and extent of this situation.
Alexander [1993] has also pointed to the fact that the two schools of thought do not 
necessarily contradict each other and may actually be measuring a different situation 
at different points in time. Perhaps retailers did take a genuinely reactive view of 
internationalisation in the 1980s, that by the time of the 1990s when empirical surveys 
were conducted, had become more proactive in character. Such an interpretation points 
to the need for further research into the process of internationalisation.
In addition, and by no means of secondary importance, is the problem of lack of data 
on the retail industry. Despite the fundamental importance of the retail sector in terms 
of level of turnover, number of employees and contribution to GDP, there is a lack of 
relevant statistical information collected by governments. Although a certain amount 
of information is available for countries in Northern Europe, particularly France and 
Germany, comparatively little is available for countries such as Spain and Italy 
[Reynolds, 1992]. The difficulties of collecting data in countries where the retail 
structure is less developed is accentuated by the importance of the informal sector and 
of moveable retail outlets. Additionally, information on some significant companies 
is unavailable due to their private ownership status, for example Tengelmann and Aldi 
of Germany.
Perhaps of more significance is the fact that the data that are available are often not 
directly comparable on a cross-national basis. First, different facts are gathered by
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countries in regard of the retail industry [Economist, 1995], thus direct comparisons 
may be unobtainable. Secondly, inconsistencies in definitions of terms make cross­
national comparisons hazardous. For example, comparing the number of types of outlet 
on a cross-national basis is hampered by the differences in the definition of what is 
considered a certain format, an example being the differences between the floor space 
of a hypermarket in French terms and for the UK.
3.4 MOTIVATIONS
The strategic focus of retailers is shaped by a set of underlying forces. If a retailer 
expands by moving into foreign markets, it is due to the influence of a set of specific 
conditions of both an external and internal nature. As previously noted, employing a 
strategy of internationalisation often involves high levels of risk and investment. As 
a consequence, it is not a strategy to be undertaken lightly, but rather, is the outcome 
of specific motivations.
The actual nature of such motivations is a source of contention. Traditionally, 
internationalisation has been viewed as the outcome of forces pushing the retailer from 
the domestic market. It is proposed that if market conditions make it increasingly 
difficult for retailers to continue to expand, then they will be forced to seek 
opportunities for further growth in a new market. This has been termed the reactive 
school of thought. The other side of the coin suggests that retailers internationalise not 
because of limitations at home, but rather, because there are opportunities in other 
markets which they seek to exploit. This has been defined as the proactive response. 
The debate between these two ideas continues. In many cases it is true to say that 
retailers internationalise due to a combination of both push and pull factors. If  this is 
indeed the case, it is perhaps more appropriate to view motivations for 
internationalisation not as dichotomous forces, but rather as two ends of a continuum.
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As previously noted, in common with numerous other processes of geographic 
movement, for example population migration, the process of retail internationalisation 
has often been evaluated as the outcome of various push and pull factors. Some forces 
act to push retailers from continuing an expansion policy within the home market. 
Such factors are numerous and include structural conditions that inhibit the 
development of further growth, for example, increasing rates of market competition, 
concentration, and the proximity of saturation levels. Other types of push factors 
include those of a legislative nature, for example, the impact of the Loi Royer in 
France which has restricted the development of out of town hypermarkets. Social and 
demographic factors may contribute to the motivation for internationalisation, for 
example, the impact on consumer demand of an ageing and declining population, as 
do economic factors, an example being the impact of a recession on consumer 
spending power.
Pull factors are the reverse of push factors. In some respects they may be considered 
the other side of the coin. For example, a market that has comparatively unrestrictive 
legislative measures concerning such issues as store opening hours may serve to 
highlight the potential for growth. A retailer faced with a restrictive environment in 
its home market may therefore seek to move into a market where there is more 
opportunity for growth. A market with a growing population may appear attractive to 
retailers from countries with ageing demographic structures. Similarly, a market with 
a high amount of consumer expenditure is likely to be more attractive than one where 
consumers have limited spending power.
As a furtherance of the analysis of push and pull factors, research has been conducted 
into the motivations that result in retail internationalisation. Although this is very 
much related to analysis of push, pull and facilitating factors, it places more emphasis 
on the internal factors of influence. In addition to analysing environmental influences 
such as economic growth and legislative conditions, internal factors, for example, the 
opinion of senior directors and management philosophy, are also addressed.
1 3 1
Chapter 3: Internationalisation
McGoldrick [1995] has constructed a model of the driving forces of 
internationalisation (figure 3.2). This is a development of the dichotomous push-pull 
theory. In addition to analysing the effects of environmental factors, consideration is 
also given to the impact of various influences within the organisational sphere. 
Relevant environmental factors include those that promote international activity, such 
as the availability of suitable targets for acquisition and lower political and economic 
barriers. In addition, factors that push retailers from their home market also come into 
play, an example being domestic trading restrictions and market saturation.
In addition to environmental influences, the 'Driving Forces o f Internationalisation' 
framework places prominence upon the impact of factors within the organisational 
sphere. These include factors that inhibit the implementation of a strategy of 
international expansion. Examples of inhibitors are start up costs and fear of 
shareholder reaction. Factors that facilitate internationalisation are also apparent. 
McGoldrick [1995] cites such factors as the influence of international alliances and the 
bandwagon effect. It is suggested that defining the factors of influence within the 
organisational sphere is of particular use as they are more easily controlled, unlike the 
environmental factors which are often beyond the control of retailers.
The traditional interpretation of internationalisation is the reactive school of thought. 
Primarily based on observational evidence in the 1960s and 1970s, it suggested that 
the underlying motives for increasing numbers of retailers moving into foreign markets 
were push factors, namely the lack of opportunities in the home market [Kacker, 1985; 
Salmon and Tordjman, 1989; Treadgold, 1988]. It was considered that retailers would 
not undertake a high risk and high investment strategy of internationalising unless 
prospects for continued growth within the domestic market were severely curtailed and 
they had little option if they were to continue a strategy of expansion. A prerequisite 
to accepting this concept is that retailers will by choice remain in the home market 
rather than venturing across borders as there is less risk associated with expansion at 
home and often less investment required.
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Figure 3.2
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In contrast, it has been suggested that a series of pull factors also motivate retailers 
to internationalise, where by retailers actively seek and identify opportunities in 
foreign markets. Proactive internationalisation occurs when perceived opportunities in 
foreign markets outweigh the associated risks and high investment necessary for 
internationalisation, regardless of the opportunity for continued growth in the domestic 
market. It is a more aggressive strategy, and potentially more successful as the strategy 
may be implemented more slowly and with less risk and initial investment as there is 
still growth within the home market.
Even within the reactive school of thought the influence of pull factors is not ignored. 
Instead it is proposed that rather than being a reason for retailers seeking to 
internationalise, they are in fact of influence as the reason for a retailer choosing one 
market over another [Alexander, 1995b]. It is suggested that the impact of pull factors 
determines the direction of international expansion once the decision to operate on an 
international basis has already been taken.
As previously noted in section 3.3.4, research explicitly focused upon the motives of 
retail internationalisation was carried out in the late 1980s by Alexander [1990a, 
1990b] and shortly afterwards by Williams [1992a, 1992b]. This research has served 
to place considerable emphasis on factors of a proactive nature. Alexander [1990a, 
1990b] and Williams' [1992a, 1992b] research supported the fundamental importance 
of pull factors as motives when retailers were looking for future growth strategies. 
Indeed in a study by Alexander [1990a] of UK retailers attitudes towards 
internationalisation, the importance of saturation was ranked as the ninth most 
significant factor, with the first eight stated motives being predominantly pull factors.
Alexander [1995a, 1995b] suggests that the degree to which a retailer is willing to 
exploit opportunities in the international arena, namely the extent to which they are 
proactive internationalists, is partly dependent on the operation's format and 
merchandise. Another factor of consideration is, as already discussed, the extent of
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saturation levels within the retailer's sector within the domestic market. The different 
positions of the reactive and proactive schools of thought are illustrated in figure 3.3. 
Whilst the reactive school of thought proposes that retailers internationalise when there 
is a high level of market saturation, despite the fact they operate formats with low 
levels of global relevance, the reactive interpretation suggests that retailers 
internationalise when operating a format with a high degree of global relevance despite 
there being low levels of saturation within the home market.
This initial model is furthered in the light of findings from an empirical study of 
motivations underlying retail internationalisation. The responses served to place 
importance on proactive factors. Figure 3.4 illustrates these results and constructs a 
more complex model based upon the same dimensions as figure 3.3. Within the matrix 
there are nine positions depending on the level of saturation within the retailers home 
market and the degree to which their operation has global relevance. However, 
Alexander [1995b] proposes that within this framework there are four positions that 
are particularly important.
The first position is defined as autochthonic. This implies a low level of saturation 
within the domestic market with the retailer operating a format with only limited 
potential for expansion within the global environment. Second, the reactive position. 
In this case saturation is an important influence but the fascia has limited relevance 
within the international arena. Thirdly, expansive, which represents a position where 
saturation is important and the retail format offers much potential within the global 
market. The fourth position of importance is proactive, indicating a situation where 
saturation is unimportant and the retail offer has greater potential within the global 
environment. From this matrix a course of the development of retailers in the 
international arena may be plotted as they move from one position to another. The 
position they are in and the nature of their development is dependent upon both the 
type of format and sector as well as structural conditions.
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Figure 3.3
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Figure 3.4
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Alexander [1993] notes that the proactive school of thought does not necessarily 
contradict the earlier reactive approach. He points to the two main differences in the 
research. First, the time at which they were executed, and secondly, the methodologies 
employed. The reactive school of thought was derived from analysis of the trends 
during the 1960s, 1970s and early 1980s. Retailers were beginning to internationalise 
in numbers and to a significant extent.
This trend coincided with the market concentration of countries in north-west Europe 
and North America and discussion of the concept of saturation. The majority of 
analysis was based on observational evidence, the actual moves that retailers had 
taken. However, when further work was carried out in the late 1980s and early 1990s, 
an empirical approach was taken by a number of studies [Alexander, 1988, 1990a, 
1990b; Alexander and Marsh, 1991; Killen and Lees, 1988; Robinson and Clarke-Hill, 
1990; Williams, 1992a, 1992b]. Research was focused upon the perceptions of key 
respondents in the retail industry. Inevitably this may lead to a different slant on the 
process as respondents may be more optimistic in their outlook than is the reality of 
the situation.
It is concluded that the reactive and proactive perspectives are not addressing two 
separate issues. The latter importance of the proactive debate does not necessarily 
contradict the reactive school of thought, but simply provides an analysis of the 
perceived motives for internationalisation in the 1980s. It may be viewed as a 
continuum along which the motives underlying international expansion can be placed. 
Williams [1992a] extends this to four dimensions placing the underlying motives for 
retail internationalisation under the headings of; proactive and growth orientated 
strategies, limited domestic market growth opportunities, internationally appealing /  
innovative retail offering, and, passive motives.
As a conclusion to a review of the literature focused upon motivations, it seems clear 
that the process of internationalisation is both complex and dynamic. At different
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times and to different extents for individual retailers, factors of both a reactive and 
proactive nature work in conjunction as motives underlying the decision to 
internationalise. The proactive-reactive debate leaves the subject open to question and 
provides scope for further analysis, a matter this research hopes to address.
3.5 THE DIRECTION OF RETAIL INTERNATIONALISATION
The direction of international expansion taken by retailers has received a good deal 
of attention. McGoldrick [1995] has stated that the focus of much of the recent 
research on retail internationalisation has been either on the development of new 
markets or the invasion of home markets by foreign competitors. He suggests that this 
is logical given the importance of these two considerations to retailers. As previously 
noted in section 3.3.2, some research has sought to describe particular flows of retail 
expansion, such as transatlantic moves, whilst other work has sought to analyse 
retailers by developing typologies based partly upon their direction of expansion. Some 
research has suggested models which seek to analyse the relationship between the 
direction and extent of international expansion and retailers moves into other sectors 
of activity. Others have placed prominence on the factors which determine the 
direction of expansion.
3.5.1 International and Sectoral Expansion
The amount of research focused upon the subject of growth strategies is verification 
of the fundamental importance of this issue. A theme established in the literature 
regarding internationalisation seeks to place the process of expansion in context. 
Potential expansion strategies of both a geographical and non-spatial nature have been 
analysed, and the relationship between these broad categories evaluated.
Treadgold [1991] has produced a theory relating to the expansion strategies of 
retailers. He suggests that there exists a direct relationship between a retailer
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expanding on a sectoral basis in the home market and expanding internationally. This 
model is based upon observational evidence of the behaviour of the largest 20 
European retailers. The starting point for the model is the core domestic offer, from 
which retailers expand on a sectoral basis, internationally, or a mixture of both. 
Treadgold notes that defining the core domestic offer is not as straight forward as may 
initially be assumed. For example, there may be difficulty in desegregating minor 
interests, such as joint ventures or minority share holdings, from the main offer of the 
company.
Treadgold [1991] maps the strategies of European retailers as to the extent they 
expand internationally and move into a new sector. Figure 3.5 illustrates that there 
appears to be a degree of linearity in this relationship, namely that as retail companies 
expand their international coverage, they also diversify into new sectors of the 
industry. Examples cited include Tesco, who at the time were present only in their 
domestic market of the UK and only in the food retail sector. At the other extreme are 
Vendex of the Netherlands, who operate on a multinational scale and are active in a 
number of sectors within the retail industry, and indeed, in sectors outside retailing.
Pelligrini [1994] has produced a similar model which he terms a 'Path fo r  Growth 
Matrix'. The aim of the research is to 'offer a descriptive model o f  the set o f  choices 
retailers face to sustain growth', p. 121. Pelligrini summarises the potential growth 
strategies open to retailers; 'The choice is then among three options: product 
diversification, geographical diversification or a combination o f  the two', p. 124.
From the core business expansion opportunities exist along two dimensions; 
geographical diversification along the vertical axis and product diversification along 
the horizontal axis (figure 3.6). Along the geographical axis entry into proximate 
markets is placed first. This is followed by strategies of entering more distant markets. 
The scale is categorised as including cross-border moves, followed by a multinational, 
international, and finally a globdX approach at the furthest end of the axis.
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Figure 3.5
The Growth Strategies of Europe’s 20 Largest Retailers
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Product diversification initially includes moving into similar formats, for example from 
supermarkets to superstores. Further along the axis expansion involves a move into 
a new retail sector, for example from food retailing into DIY retailing. Still further 
along the axis expansion into non-retailing sectors is recorded, first into related 
sectors, for example catering, and subsequently into unrelated sectors such as finance 
or manufacturing, which are recorded at the furthest point of the axis.
Pelligrini [1994] furthers this initial theory by constructing a five by five matrix 
specifically focused upon the retail industry (figure 3.7). The vertical scale, 
representing the process of geographical diversification, has five categories. The first 
is original market, followed by adjacent market, other national markets, other similar 
countries and other foreign countries. The horizontal scale, the product diversification 
dimension, begins with the category original store type, followed by similar store 
type, other store type, other adjacent sectors and finally unrelated sectors. Although 
in the model these categories are portrayed as having distinct boundaries, it is perhaps 
more realistic to view them as points along a continuum.
A theory in a similar vein is offered by Gogel and Larréché [1989]. They conclude 
that companies will face increased competition in the post-1992 setting due to a 
reduction in barriers, and thus, should focus their marketing strategy on the pan- 
European environment. They construct a matrix based on the axes of product strength 
and geographic coverage, which is termed the 'International Competitive Posture 
Matrix' (figure 3.8). There are four main positions on the matrix; those companies that 
have a wide geographic presence and a competitive product portfolio are termed 
Kings, Barons are companies that have strong products but limited international 
coverage. Crusaders have concentrated on expanding internationally despite having 
products that are not consistently strong, and Commoners are in the worst position and 
have a relatively weak product portfolio and limited geographical coverage. Although 
Gogel and Larréché apply the model to the European food manufacturing industry, for 
the purpose of this research it was adapted to look at the food retailing industry.
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Figure 3.8
The International Competitive Posture Matrix
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3.5.2 Factors Influencing the Direction of Expansion
Within the literature it is suggested that the direction of international retail expansion 
is primarily determined by three factors: '...cultural proximity, geographical proximity 
and the stage o f development o f the retail market' [Burt, 1993 p.397]. These factors 
are often implied if not explicitly stated within the literature. An example is Pelligrini's 
[1994] Paths for Growth matrix which refers to geographical diversification in terms 
of original, adjacent, other national, other similar countries, and other foreign 
countries. Thus, it is implied that retailers initially move into proximate markets. 
Indeed, implicit within growth matrices, whether concerned with general application 
[Ansoff, 1965] or retail specific analysis [Knee and Walters, 1985; Robinson and 
Clarke-Hill, 1990], are the problems of entering or introducing products to 
geographically distant, culturally different and structurally distinct markets.
The definition of what is perceived as culturally similar may not be as easily definable 
as the factors of geography and structural development, not least because culture is not 
necessarily dependent on national boundaries. It might, however, be one of the most 
salient factors, particularly for the food retail sector, and hence the difficulties of 
defining and analysing its impact should not result in culture simply being ignored. 
It is certainly an area that requires further research and analysis.
While these three factors are fundamental to an understanding of the direction of 
expansion, and are observable within the commercial environment, there is a danger 
in assuming that attitudes toward the direction of expansion remain static over time. 
Consequently a fourth factor, which alters perceptions of international opportunities 
should be considered, that is time. This fourth factor has been recognized by 
Treadgold [1991]. As illustrated in figure 3.9, he suggests that over time retailers, 
while initially constrained by the three factors noted by Burt [1993], will become less 
cautious, more ambitious, and inclined to seek expansion outside the confines of the 
markets implied by those factors.
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The underlying logic to Treadgold's [1991] model is that retailers are initially reluctant 
to internationalise, due to the high investment and high risk involved. Treadgold has 
evaluated Tesco to be in the category of being a reluctant internationalist. The 
argument suggests that once they have moved into the international arena, most likely 
as a result of push factors from the domestic market, their experience in operating on 
an international basis develops and they become cautious internationalists. Sainsbury 
and Casino were cited as examples of retailers in the second stage of 
internationalisation. Over time they are likely to move into markets of increasing 
geographical distance from home. The third stage in Treadgold's model is when 
retailers have significant experience in the international arena and have a wide 
geographical presence. Carrefour and Aldi are quoted as retailers who are now 
ambitious internationalists.
Notably, McGoldrick [1995] makes the point that retailers do not necessarily develop 
along this line of expansion, and, once they have reached a certain stage it is possible 
for them to retreat as well as progress. He cites the example of Marks and Spencer 
who have a history of international operations yet have not always continued to 
expand internationally at the same rate, and, have even retreated from some 
international markets. In this situation it is suggested that at one point they were 
ambitious internationalists, who became cautious for a period of time, before moving 
on to become ambitious once more. Whilst the dimension of time may be considered 
as linear in some circumstances experience within the international arena may be a 
more appropriate measure. This idea is addressed in the discussion in chapter five.
3.5.3 Typologies of International Expansion
In addition to the stages approach to retail internationalisation, retailers have also been 
analysed in terms of their type of international activity. For example, Salmon and 
Tordjman [1989] have produced a classification of retailers determined partially by 
their direction of expansion and market entry method. Figure 3.10 illustrates the three 
types of internationalisation strategy; investment, global and multinational They
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suggest that investment is often used by companies with diverse portfolios that are 
seeking new growth opportunities and want to spread their risk of investment. 
Attaining shares in a foreign company or acquiring the entire company allows swift 
expansion and may allow the transfer of know-how from the indigenous retailer. 
Unlike the other two classifications it is a strategy implemented by both retailers and 
non-retailers. It implies no real international marketing strategies as the companies are 
treated autonomously within the portfolio.
Global retailers employ ’the faithful replication o f a concept abroad, [Salmon and 
Tordjman, 1989, p.4]. Salmon and Tordjman suggest most are speciality chain retailers 
such as Marks and Spencer, IKEA and Benetton. The replication of the retail offer 
implies a standard global marketing strategy. They are able to achieve savings from 
economies and efficiencies of scale from the replication of a number of factors 
including assortment, store designs and advertising. There is opportunity for vertical 
integration in terms of design, production and distribution. There is lack of autonomy 
as a result of a centralised management structure which requires excellent information 
and communication systems. Salmon and Tordjman suggest global retailers will 
achieve the greatest rates of international expansion due primarily to efficiencies.
The third strategy of retail internationalisation categorised by Salmon and Tordjman 
[1989] is that of multinational retailers. Whilst the basic concept is unchanged in the 
international transfer, the offer is adapted to suit local conditions. The 
internationalisation of the hypermarket is cited, for example, the operations of 
Carrefour and Auchan. Variety stores such as C&A are also considered as 
multinational retailers. Although the concept is replicated the marketing mix is 
adapted to suit local demand. The store decor, service and pricing is similar 
throughout the world, whilst the assortment and advertising are subject to local 
determinants. The management structure is decentralised providing operations within 
different markets with a significant degree of autonomy.
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Figure 3.10
International Retail Strategies
Global .Muhina tiooal InvestTDcrrt
Definition Repbcale the same brmah Adapt the formula to local Transfer o f money for buying
worldwide conditions piartiaDy or totally an existing 
retail company in a foreign 
country
Business Speciality chams Hypermarkets, departnveni Retailers/non-retaders
formats stores, variety stores operators
Marketing Global segmentalioo and 
global positioning
Standanfisatioo of marketing 
mix i
Reproductroo of the concept 
but adapcatsoo of the content
Adaptaoon of marketing mix
Uniform assortment, prce. i 
store design, service. j 
advertising j
1
!
Similar %ondwide definitioo of 
store decor, price strategy, 
service strategy
Adiustment of assortm ent and 
adverusmg strategies
No real marketing implications
Organisational
implications
Vertical integration of design ; 
function, production process. i 
distribution s)-stem j
.Multidomesoc approach i Portfolio of foreign operations
Management Centralised management | Decentralised management Partially controlled management
implications Excellent information svstem j 
1
Frequeot communications 
with HQ
Rapid capacity to growth j Average capsdry to growth Fast international expansion
Large économies of scale j No economies of scale Lower risk
Very little transfer of Imoa-bow j Important transfer of know-how
I
Transfer of skills
Source: Salmon and Tordjman, [1989], p. 12.
1 4 8
Chapter 3: IntemationaUsation
Figure 3.11
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They are an important source of transfer of knowledge from one market to another, 
but their philosophy of adapting to local conditions means they produce few savings 
from economies of scale on a global level. Although Salmon and Tordjman propose 
that multinational retailers are set to expand within the global arena, it is thought 
unlikely it will be to the same extent as the global retailers.
Treadgold [1991] has produced a model that defines retailers into categories of 
multinational, transnational and global retailers (see figure 3.11). There is a great deal 
of similarity to Salmon and Tordjman's [1989] model in that the position of a retailer 
within the typology is dependent upon the level of local responsiveness and the degree 
of benefits from integration. An example of a multinational retailer is Vendex. It is 
evaluated as employing a high degree of adaption to the local environment and 
subsequently having a low degree of benefits from integration due to the fact they 
have a variety of diverse retail formats. Global retailers are at the other extreme. They 
provide the same offer in every market with limited, if any, changes made to suit 
different environments. This does, however, provide them with savings from 
economies of scale, an example being the Body Shop. The third category is that of 
transnational retailers. They are in the middle ground and show a degree of 
responsiveness to local conditions. Accordingly they achieve some limited benefits of 
integration. Treadgold cites Carrefour and Marks and Spencer as examples.
3.6 MARKET ENTRY METHODS
Once a decision to internationalise has been taken, there are a number of ways in 
which a retailer can enter a market. Figure 3.12 illustrates options which are 
categorised according to their degree of cost and control. The main strategies are; 
licensing, concessions, franchising, joint venture, acquisition and self start entry. 
Alternative definitions could have been used, for example organic growth rather than 
self start, however these terms are essentially describing the same process. Each
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method of market entry offers a different degree of control and cost to the retailer, 
thus, one method is not more advantageous than another, but rather, that they are 
appropriate in different circumstances.
Figure 3.13 illustrates Dawson's [1994] assessment of the advantages and 
disadvantages associated with different types of market entry methods. Whilst some 
offer particular idiosyncratic advantages for retailers entering a new market, the level 
of risk and cost associated need to be considered. In most cases a relatively high 
degree of cost and investment provides a fairly high degree of control, where as 
alternative strategies that are lower in cost and associated risk usually do not provide 
the retailer with significant control in the new market. The benefits and difficulties 
associated with each of the main mechanisms are discussed.
3.6.1 Organic growth
Organic growth involves an incremental expansion strategy where by the chain is built 
up by establishing new stores. On some occasions organic growth is used to increase 
the size of an organisation after the initial acquisition of a retailer. The main 
disadvantages of implementing such a strategy include the high level of investment 
required, the relatively slow and incremental growth of the retail chain, and the fact 
there may be a considerable delay before financial returns are achieved. Dawson 
[1994] also points to the fact that a full market appraisal is necessary, particularly 
relating to location decisions. He suggests that such a strategy may be more difficult 
to implement if the host country is geographically distant from the home market, 
confirming suggestions made by Burt [1993].
Organic growth does however offer some distinct advantages, namely that markets can 
be entered on a gradual and incremental basis, which thus reduces the associated risks 
and initial level of investment required. If the market is subsequently found to be an 
unsuitable opportunity for investment, it is easier and less costly to pull out then if it 
had been initially entered on a more significant scale.
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Figure 3.12
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Figure 3.13
Common M arket Entry M echanisms in International Retailing
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This suggests organic growth is particularly suitable when the market is 
psychologically distant from the domestic market and when the level of retail structure 
development is different from that at home and risk of failure can be high. Incremental 
growth within a market also provides the opportunity to alter the retail offer to suit the 
local conditions. This suggests that organic growth would be more suited to 
multinational retailers who adapt to the local environment rather than global retailers 
who replicate the same retail offer in every market.
Due to the idiosyncratic distribution requirements of retailers in the food sector, a 
strategy of incremental growth into international markets would appear to be 
unsuitable. In order for food retailers to be efficient and make necessary savings from 
efficiencies and economies of scale, they must operate on a significant scale. A 
mechanism of gradual growth with stores added on an incremental basis would appear 
unsuitable, not least in terms of establishing an efficient logistical network. However, 
examples of food retailers employing a method of organic growth illustrate that it can 
be used as a successful international growth strategy. For example, the German hard 
discounter Aldi has used a method of organic growth to expand in a number of 
markets. It is notable however that initially a process of border hopping was 
implemented where by the new outlets could be added to the existing distribution 
structure of the home market. Although Aldi is often regarded as one of the most 
successful international grocery retailers, it is unusual in the fact that its private 
ownership has allowed it to implement a method of internationalisation despite a long 
period of investment before returns.
3.6.2 Acquisition
Acquisition, even if subsequent to initial strategy of share holding, is the strategy often 
favoured by retailers in the food sector. Due to this, it is given greater coverage here 
than other market entry methods. The major advantage offered by acquisition is that 
substantial presence in a new market can be achieved in a relatively short space of 
time. Unlike alternative strategies, for example, organic growth or franchise, the
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business does not develop on an incremental basis but is fully established in one 
action. This provides numerous advantages associated with achieving a substantial 
presence. For example, even in the initial stages, it provides economies of scale not 
available to alternative market entry methods. Also, the business can achieve cash flow 
immediately which they would be unable to do if they were developing by means of 
internal growth for example. Of fundamental importance is the fact that market entry 
by acquisition usually means the management is already in place. It also allows the 
possibility of the transfer of technology or management techniques from the home firm 
[Burt, 1995; Dawson, 1994].
Due to the operational and distribution requirements of food retailers, it is often 
necessary for them to enter a new market on a significant scale. In order for large 
scale multiple retailers to be profitable they must operate on a significant basis in 
order to achieve economies of scale. Add to this the distribution requirements of food 
retailers who need more frequent delivery of stock than non-food retailers, and the 
fundamental requirements of entering a market on a relatively large scale become 
apparent. Acquisition is one of the most straight forward means of achieving this aim.
In some circumstances the acquisition of a specific company is sought due to its 
particular retail offer. It may be that the operation provides a similar offer to the one 
provided by the home company in its domestic market. In such circumstances often 
very little is changed in terms of operational aspects and the nature of the offer is 
altered. The operations are maintained as they were with only the senior management 
differing. An example is Sainsbury's acquisition of Shaws in New England.
However, in other cases, an acquisition is made on the basis of particular factors, such 
as for example, the location of outlets. In such a situation it is likely that the retail 
offer is changed to be in keeping with the companies home offer. The fascia may be 
changed to the one established in the retailers home market, or, it may take on a new 
fascia in order to differentiate it from the legacy of the acquired company. In some
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cases, not only might the fascia be altered but the type of format and even the retail 
sector may be changed. The acquisition was made primarily on the basis of the 
location of the stores.
Burt [1995] has suggested that top management commitment is necessary if a strategy 
of acquisition is to be successfully implemented. This is primarily because it is both 
a high cost and high risk way of entering a foreign market. An extremely important 
consideration when using a strategy of acquisition is that it may be difficult, and is 
likely to be costly, if a mistake has been made and the decision to withdraw from the 
market is subsequently taken. There have, however, been examples of retailers 
internationalising by acquisition who have subsequently pulled out of the market.
A fundamental difficulty associated with employing acquisition as a means of 
internationalising is that a suitable company might not be available at the right time. 
It has been suggested that choosing the most appropriate target for take over is crucial 
to the success of the operation. Testimony to this is the numerous examples of 
retailers that have moved into a foreign market only to later withdraw as the venture 
has not been successful. Linked to this is the fact that evaluating potential targets may 
be a time consuming exercise and may delay the implementation of a strategy of 
internationalisation.
Analysis by James Capel stockbrokers [1995] suggests that it is crucially important not 
to pay more for an acquisition than it is really worth. This may sound an obvious and 
overly simplistic statement, however, they state that there have been examples of 
retailers who have been over zealous in acquiring companies during times of good 
cash flow. They put the reasons for unsuccessful acquisitions down to over confidence 
in management ability, clash of management cultures, the effects of moving into 
highly competitive markets, and notably, over paying for businesses with relatively 
poor track records. They maintain that it is usually an unsuccessful move to acquire 
a foreign company unless it adds more to the overall value of the parent company than
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merely the addition of the foreign retail operation. The report goes on to suggest that 
achieving benefits of synergy between an acquired company and the home operation 
is often much more elusive than originally perceived.
James Capel [1995] illustrate the high risk and high investment associated with using 
the market entry method of acquisition by means of a case study of Sainsbury's 
acquisition of Shaws, a food retailer based in New England. Sainsbury's originally 
acquired a 21% stake in Shaws in 1983 and took full control four years later. It is 
estimated that the acquisition cost $3 00m and that there has since been over $m 
invested in the company, 80% of which was funded internally. In 1995 Shaws 
consisted of 90 outlets and was the market leader in most of the states it operated in. 
However, it is suggested that despite the optimistic view at the time of acquisition, 
Shaws has not been a particularly successful means of expansion for Sainsburys. They 
point to the facts that overall sales per sq ft have decreased by 15% since 1987 and 
that operating profit return on net assets has decreased from more than 40% before 
Sainsburys took over to just less than 9% in 1994. They go on to suggest that when 
this is compared to Sainsburys domestic operation which has a rate of 24%, and the 
DIY sector operation Homebase at 14%, Shaws has been a high investment strategy 
that has not been a particularly successful move.
3.6.3 Joint Venture
Harrigan [1988] defined joint ventures as; 'business agreements where two or more 
owners create a separate entity'. These may be at the national level or have an 
international dimension. Joint venture provides the benefits of a reduction in the time 
needed to create a substantial presence and also a reduction in the associated costs and 
risks relative to alternative strategies such as acquisition. Further, working with an 
indigenous partner, or one who is familiar with the market reduces the risk of 
investment and may help to quicken the pace of learning about the new market. In 
some circumstances, legislative restrictions may dictate joint venture as the only or 
easiest way a market. An example of such a situation is Russia where a policy of joint
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venture was promoted in order to protect indigenous retailers and create opportunity 
for their development.
The benefits of joint venture are very much apparent, and seem particularly suited to 
retailers who move into markets that are psychologically, geographically or structurally 
distant from the home market. However as Burt [1986] has noted, numerous joint 
ventures have ended as they have not met expectations. In this respect the success of 
a joint venture can very much depend upon finding an appropriate partner.
3.6.4 Share Holding
Share holding allows a company to move into a market with relatively little cost and 
low risk. Experience within the market allows retailers to gain a better understanding 
of market conditions. In some cases retailers may seek to enter a market by a 
mechanism of minority share holding as a means of market appraisal before deciding 
to move in on a greater scale. Share holding also allows the possibility of analysing 
a company from the inside as a prerequisite to acquiring a larger share or issuing a 
take over bid.
3.6.5 Franchise, Concessions and Licensing
Franchising is a low cost method of entering a foreign market, however, it also 
provides relatively little control over the operations. It is a legal contract where the 
franchiser allows the franchisee to operate a business or sell a particular product. 
There are three types of franchise; that of a product, business, or business conversion 
[Hoffman and Prebble, 1991]. However, a retail franchise often encapsulates a 
business franchise and a product franchise in synergy.
Manaresi and Uncles [1995] state that internationalising by means of franchise 
provides particular benefits. They cite the fact that legislation often favours franchisees 
as it is perceived as a means of promoting entrepreneurship. Further, a franchisee in 
a foreign market is more likely to have access to local finance, to have local business
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knowledge, and to be aware of local consumer demand [Stem and El-Ansary, 1988; 
Welch, 1987]. It has been suggested that franchising is most suited to defined retail 
formats or specific brand names. Due to the nature of the organisation, it is not suited 
to food retailers on the whole, although the successful franchising of convenience 
stores is an exception to this.
Concessions involve the operation of outlets within larger stores, often department 
stores. Concessions may be run as part of the main organisation or as franchises. The 
advantages are that it is a relatively low risk and low cost operation. It is not suited 
to the food sector, with the exception perhaps of small scale specialists such as 
confectioners, but has been implemented particularly well in the fashion sector. 
Market entry by licensing is the lowest cost and lowest risk strategy. It does however 
imply the lowest level of control also. It is not an appropriate mechanism in terms of 
the food retailing sector but has been implemented in other sectors, particularly 
fashion [McGoldrick, 1995].
3.6.6 Alliances
The development of alliances has previously been discussed in section 3.2.5 as a 
means of internationalisation. Increasingly, alliance membership is being perceived as 
a means of internationalisation for retailers. As discussed previously, alliances do not 
simply provide the international transfer of the buying function. As they develop, they 
are becoming more sophisticated in the services they offer their members. These 
include transfer of management techniques, shared development costs and synergies 
in IT, and the development of joint own brand ranges [Lowe, 1992].
Strategic alliances of an international scale have only emerged since the late 1980s. 
The focus of most has been the grocery sector. With the increasing complexity and 
diversity of the activities of alliances it is difficult to define their character. Robinson 
and Clarke-Hill [1995b] offer a working definition; 'An alliance is a coalition o f two 
or ore organisations intended to achieve mutually beneficial goals', p. 134.
159
Chapter 3: Internationalisation
Robinson and CIarke=Hill [1995b] go on to state that since their initial development 
only a decade ago, strategic alliances now hold an extremely important position in the 
European retail environment. Within the EU they account for a turnover of 300 bn ecu 
and involve over 130,000 retail outlets. They suggest there are two main types of retail 
alliances. First, those whose members have a minority share holding of one another, 
defined as equity participating alliances. Secondly, those who comprise a central 
secretariat but have no cross share holding.
Robinson and Clarke-Hill [1995b] offer a hierarchy of alliance types as a means of 
describing the nature of alliances (see figure 3.14). These are defined according to 
their degree of commitment and infrastructure linkage. The alliances with the least 
amount of commitment are termed loose affiliations. They are really organisations who 
act as a focal point for the industry or their members, such as the Institute of Grocery 
Distribution in the UK, and so do not act as a means of internationalising. Similarly 
national buying clubs operate only with a retailers domestic market.
Co-marketing agreements, whilst not incorporating many of the factors associated with 
alliances, are a means of moving into a foreign market. An example that is cited is 
Marks and Spencer’s concessions and licensing agreements in Spain and Hungary. As 
previously discussed, joint ventures involve the establishment of a company by more 
than one organisation and may occur on a national or international scale. Partial 
acquisition is usually for strategic purposes, either to gain a transfer of knowledge or 
as a prerequisite to acquisition. Moving into a market with a controlling interest but 
retaining the identity of the subsidiary is usually to avoid entry barriers, examples 
being Tesco’s acquisition of Catteau and Marks and Spencers's take over of Kings 
Supermarkets.
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Figure 3.14
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3.6.7 Implications for the Food Retail Sector
A theme common to the models of direction of expansion developed by Treadgold
[1991], Pelligrini [1994] and Gogel and Larréché [1989] (see figures 3.5 - 3.8) is that 
international expansion is regarded as a fundamental means of growth. Additionally, 
mixed strategies of expanding the offer, whether in terms of diversifying product lines 
or moving into a new format, sector, or industry whilst also expanding internationally, 
would appear to be a strategy that is often employed. In terms of the food retail sector, 
acceptance of this concept is, it could be argued, a fundamental determinant to 
employing a strategy of internationalisation. Non-food retailers are very often able to 
transport their offer to a new market with very little change to the offer, examples 
being the Body Shop and Benetton. The method of market entry is very often organic 
growth or franchise. Both of these mechanisms give the advantage of establishing an 
offer similar in every way to the format already established in the home market. 
Duplicating a successful format not only allows savings in terms of economies of 
scale, but also reduces the initial inefficiencies and problems associated with 
establishing a brand new offer. It also provides the benefits of already having an 
established company image.
In comparison, food retailers most often use a strategy of acquisition or joint venture. 
Due to the nature of distribution and supply requirements in the food sector, they do 
not enjoy the same choices as retailers in the non-food sector. Multiples offer a service 
based on savings from employing economies of scale. Due to the logistical constraints 
of the food sector, this can not usually be achieved by entering a new market on an 
incremental basis. The retailer must move into the new market on a scale that can 
provide the necessary savings from economies of scale. In this respect the main 
methods of market entry open to food retailers are really only those of acquisition or 
joint venture. Both of these strategies involve taking over an existing company, either 
solely by acquisition, or partially by means of joint venture or share holding. This in 
itself implies that the product offer, whether in terms of the product lines, ratio of food 
to non-food lines, or even format type, may not be the same as in the domestic
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market. Thus, although the retailer may not be actively seeking to alter the product 
dimension, it would appear that as far as the food sector is concerned expanding 
internationally may inadvertently cause a change in the product.
It would seem to be unavoidable for retailers in the food sector implementing a 
strategy of internationalisation to not at the same time also change the product offer 
to the same degree. Inevitable differences in the retail offer might be assumed to 
increase the risk of failure. Conversely, it is suggested that such a strategy may reduce 
risks as the offer may be more appropriate for the market, and hence, may be more 
suited to local consumer demand. If employing a dual strategy of expanding both 
geographically and in terms of product is accepted as favourable, perceived problems 
are reduced, and thus retailers are more likely to follow such an option and to 
internationalise.
However, it also implies that due to limits of market entry strategies as previously 
discussed, organisations seeking to internationalise must find a company appropriate 
for take over or merger. Depending on opportunities, this may act as a constraint on 
their plans to internationalise. Suggestions within the literature based on retailers’ 
actions support the fact that European food retailers moving internationally also seek 
an opportunity they feel complements their offer at home. Examples include 
Sainsbury's take over of Shaws in New England, and Marks and Spencer's take over 
of Brooks Brothers and Kings Supermarkets, also in the USA.
However, despite the potential opportunities for growth offered by internationalisation, 
it is not always viewed as being a favourable option. Analysis of the leading UK 
grocery retailers details the fact that further expansion of the core industry is becoming 
increasingly limited [James Capel, 1994]. Despite the obvious need for diversification, 
internationalisation is viewed as an extremely risky option. They go on to suggest that 
the risks are enhanced if considering moving into mature markets, particularly the 
USA.
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Despite examples of such actions, for example, Sainsbury's acquisition of Shaws and 
more recently their interest in Giant Foods, they maintain there are few examples of 
significant success [James Capel, 1995]. They go on to suggest that by far the better 
option of diversification is to expand non-food ranges. They propose that UK retailers 
with larger size stores, particularly Tesco and Asda, will have the advantage.
3.6 PROCESS AND CHANGE
Internationalisation is a growing phenomenon and increasing at an accelerating rate. 
The literature has called for more attention to be paid to gaining an understanding of 
the process in addition to describing it. As environmental conditions change with time, 
will the process of retail internationalisation alter, and if so in what ways? A key 
consideration is the influence of the development of FTAs. Does the erosion of the 
power of national borders influence the pattern of international expansion of retailers?
As noted in the introduction to this chapter, much of the research and literature on 
internationalisation addresses the issue with little regard to a precise definition of the 
process [Alexander, 1994b; Pelligrini, 1994]. The transfer of retail operations outside 
the domestic market is the most literal interpretation [Dawson, 1993], but a broader 
approach, which includes the diffusion of particular retail concepts and formats to new 
markets, and the internationalisation of management functions and technology, is 
increasingly being employed [Baron et al., 1991; Burt, 1991; Stemquist and Kacker, 
1994].
Despite a general understanding of the process, internationalisation lacks a clear and 
comprehensively employed definition [Alexander, 1994b; Femie, 1992; Whitehead, 
1992]. As Pelligrini [1994] states;
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'The word internationalization is one o f those used so often as to appear reassuringly 
clear, a concept easy to grasp. But, as soon as one starts thinking about it, it becomes 
elusive.' p. 121.
The term describes the movement from one nation to another, which implies the 
crossing of a boundary between two homogeneous areas. However, in reality this is 
not necessarily the case. Environmental factors and consumer demand do not 
necessarily alter at political borders, just as they are not necessarily uniform within 
states. In some cases it may be difficult to distinguish a national border in terms of 
market conditions. Factors such as demography, culture, economy, and even language 
may remain similar across national borers. As Hollander [1970] has suggested, in 
some cases differences within a country may far exceed those between them.
If this idea is accepted, the concept of internationalisation becomes even more illusive 
[Alexander, 1994b; Myers, 1995]. If the transfer of retailers into different markets is 
not simply a measure of when companies cross national borders, what other definitions 
can be measured.? Alexander [1994b] has suggested defining markets, and 
consequently a process of cross border transfer, in terms of the characteristics of retail 
structure development. This certainly reduces the impact of differences within national 
markets and characterises regions according to the nature of their retail environment, 
however, it may be difficult due to a lack of appropriate data and the fact that much 
of the data regarding the retail environment are defined on a national basis. Perhaps 
it is best to perceive the concept of internationalisation as a continuum of geographical 
expansion. Pelligrini [1994] continues;
"... internationalization appears to imply a discrete change, but in fact it can often 
imply a marginal movement along a continuous path o f growth .... The word does not 
even identify a clear typology o f actions', p. 122.
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Further, it has been suggested that the pace of changing environments is faster than 
our recognition of such alterations. This implies that mental maps of Europe lag 
behind the reality of environmental change [Wijkman, 1993]. Not only are changes 
occurring at different levels and in terms of different factors within Europe, but the 
construction of national borders themselves are also subject to changes due to political 
factors. It has been suggested that the relaxation in national regulations and the 
creation of supranational legislation, such as for the EU, has promoted 
internationalisation [Salmon and Tordjman, 1989]. Other commentators take the view 
that the reduction in the impact of national borders is facilitating rather than causing 
retail internationalisation [Alexander, 1988; Burt, 1989; Hallsworth, 1992]. Pioch and 
Brook [1994] point to the fact that despite the trends of convergence within the SEM, 
market conditions are still very diverse within Europe. Further, although there is a 
growing framework of pan-European legislation, national regulations can still act as 
barriers to retail internationalisation.
3.7 SUMMARY
The process of retail internationalisation is becoming increasingly significant to the 
study of retailing. Due to both the accelerating rates of retailers moving into new 
markets and to the increasing attention the international arena is receiving, the study 
of internationalisation is likely to become more important in its own right. Further, it 
is suggested it will be perceived as a fundamental and integral part of the retailing 
environment and one that fewer studies will ignore. The definition of retail 
internationalisation is increasingly taking on a wider role. Not only does it incorporate 
the transfer of retail operations across national borders, but also the transfer of buying 
functions, management expertise, retail concepts, technology, and, the formation of 
international alliances.
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The academic debate focused upon the study of retail internationalisation has borrowed 
theories from the more general debate. Although there are similarities between the 
process of internationalisation for retailers and for other sectors such as manufacturers, 
there are also significant differences. It has been suggested that in some circumstances, 
the application of a general theory to a retail specific context actually serves to 
highlight the differences between the sectors rather than the similarities. One approach 
has been to study the process in terms of stages. This certainly has validity, although 
critiques suggest that most theories are only generally applicable. It is concluded that 
whilst the study of retail internationalisation can usefully draw upon more general 
research, there is a real need for continued research on the process specific to retailers 
if the academic debate is to be furthered.
The factors of influence that underlie the process of retail internationalisation have 
received recent attention. Many studies analyse influences in terms of push, pull and 
facilitating factors. A furtherance of this is the establishment of the reactive and 
proactive schools of thought. A consideration of this debate is both the time at which 
research was conducted and the methodology employed. A general consensus is that 
both reactive and proactive factors have varying degrees of influence. It is a topic 
within the debate of internationalisation which warrants further attention.
The direction of international expansion has received a considerable amount of 
interest. Factors that influence the choice of markets that retailers enter include 
geographic proximity, cultural distance and the level of retail structure development. 
Research has also indicated that an international move by a retailer may imply a 
change in the retail offer. Some retailers take a global strategy by replicating the same 
offer in different markets. Others adapt the same basic concept to suit local conditions 
and are termed multinational retailers. A third category involves direct investment 
which may or may not be in a company similar to the offer within the domestic 
market. It has been suggested that as retailers experience within the international 
arena develops, they are more likely to move into more distant markets in terms of
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geography, culture and retail structure. Further, it is proposed that with experience 
they will diversify their retail offer. Treadgold [1991] has characterised retailers as 
moving from being reluctant to internationalise, to a stage of caution, and finally, 
suggests retailers will become ambitious for expansion on an international scale.
There are a number of market entry mechanisms open to retailers. Each one has 
particular advantages and disadvantages and is more appropriate in some circumstance 
than others. In terms of the food sector, a method that allows entry on a significant 
scale is usually most appropriate, for example acquisition. There have, however, been 
examples to the contrary. When entering markets that are geographically, structurally 
and culturally distant, mechanisms that allow the input of indigenous players, such as 
share holding or joint venture, may be most appropriate.
It is concluded that the literature focused upon retail internationalisation lacks a 
complete and comprehensive framework. In order to develop the academic debate calls 
have been made for the integration of theories, both within the more general debate 
of internationalisation, and also, within research focused solely on the international 
transfer of retailers. A further complexity is the changing environment in which the 
process is taking place. The development of legislation of a supra-national nature and 
the consequent demise of national regulations has placed emphasis on defining the 
very process of internationalisation. In environments such as the SEM, where national 
boundaries are holding less significance than they once did, is the nature of the 
process of retail internationalisation changing? It is suggested that the issue of 
internationalisation requires further attention if it is to be analysed in a comprehensive 
and systematic manner. Further, the changing conditions in which it is occurring must 
also be considered.
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4.1 INTRODUCTION
This chapter provides a description of the methods that were used to conduct the 
research. It also discusses why these methods as opposed to alternative ones were chosen. 
Initially, the theoretical aspects of the research are noted. Only a brief summary is given 
as a more detailed account was considered beyond the scope of the research. This is 
followed by an account of how the sample of respondents were defined, and 
subsequently, the ways in which the data was collected. The empirical data collection 
comprised three stages. First, semi-structured interviews were carried out with 21 
directors of large scale food retailing companies within six selected EU countries. 
Secondly, findings of the interviews were subsequently used in the formation of a postal 
questionnaire which was sent to a much larger group of directors. Thirdly, a Delphi-style 
questionnaire was sent to a sub-group of the main sample. The aim was to derive a more 
detailed and qualitative understanding of the issues addressed in the previous postal 
questionnaire. The reasons for using each method of data collection are stated and 
prominence is placed on the way in which the three methods progressed. The particular 
qualities and limitations of each method are also noted. Following this the methods of 
data analysis, both quantitative and qualitative, are discussed.
4.1.1Research Theory
The following section addresses theories of research. The discussion is based on a 
review of texts dealing with both the philosophical issues and pragmatic implications 
of research, for example. Armer and Grimshaw, 1973; Bailey, 1982; May, 1993; and 
Oppenheim, 1995. A conclusion drawn from these is that scientific research may be 
thought of as a reasoned and systematic approach to studying a particular subject.
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Variations in the findings of research projects focused on the same issue can and do 
occur, leading to conclusions of a contradictory nature. It might be assumed that if 
research is being carried out with the same systematic approach, then variations are 
due to error on the part of the researcher. This may be the case in some instances, 
however, it is not necessarily the cause of differing results. It has been suggested that 
discrepancies in research findings are due to three main causes; different perspectives, 
methods of data collection, and ways of analysing data [May, 1993]. Although there 
may be a general consensus of opinion, there are often research findings to dispute a 
theory as well as evidence to support it. This leads on to considering the objectivity 
of data. In the subject areas of the social sciences are the facts that are measured and 
recorded objective, and if so, are the differences in results due to errors? Or, 
conversely, are the factual accounts of the social environment not so much the focus 
of error, but rather it is the way in which the social world is perceived and the 
findings interpreted that is the cause of variations in results?
It is generally agreed that research requires a systematic and ordered approach. One 
way of achieving this is by setting up hypotheses to be tested and subsequently to 
develop or discredit theories. The aim of such research objectives is to provide a 
framework on which to base research and subsequently compare the findings. It has 
been suggested that;
'Research then becomes more than the simple replication o f our opinions and 
prejudices: it either substantiates, refutes, organizes or generates our theories and 
produces evidence which may challenge not only our beliefs, but also those o f  society 
in general', [May, 1993, p.4].
Theories are used to provide explanations of phenomena and predictions. They are 
based on causal relationships, namely that as one factor changes, the other changes in 
relation to it. A theory consists of concepts and variables which are related by a 
proposition. The aim of research is then to test the proposition or to prove or disprove
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the theory. A proposition is commonly stated as a hypothesis, namely that it is put in
a testable form that predicts arèlationship^bëtween the variables [Bailey, 1982]. A 
prerequisite to establishing an hypothesis is that a relationship must be considered 
where there is presently insufficient evidence to prove or disprove it, but, the data is 
alt least potentially available. The inspiration for an hypothesis may come from the 
observation of phenomena or from the results of previous research that did not go far 
enough to actually prove or disprove a relationship between factors.
4.1.2 Research Paradigms
One way of considering the concept is through the development of paradigms. 
Paradigms, namely, particular ways of addressing research issues, have been developed 
over time. Particular paradigms have been in vogue at different times, and notably, 
different subject areas have favoured particular paradigms at various stages in their 
development. Further, it seems likely that particular paradigms will be more suited to 
some topics of research.
May [1993] offers an explanation of the character of particular paradigms. He suggests 
that one of the initial paradigms employed is that of positivism. In general, this is 
based on the theory of cause and effect, namely that man responds to his environment, 
just as in science molecules respond by becoming agitated when heated [Durkheim, 
1964]. This idea is furthered by the behaviourist school of thought. In addition to the 
beliefs of the positivist school of thought, this paradigm considers the idea of 'free­
will', that the environment may be acted upon, as well as reacted to. Theories are 
tested by creating environments and then altering a particular factor. The aim is to be 
able to predict behaviour based on the resultant changes.
The empiricism school of thought shares some ideas with that of the behaviourists, 
namely that data is collected and used to test a theory. Fundamental to this is the idea 
that there are objective facts that do not need interpretation. It is the facts themselves 
that are all important, they speak for themselves and do not need interpretation through
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theoretical propositions [Bulmer, 1982]. The realism school of thought, aims to explain 
the social world by defining the underlying structural mechanisms. The aim is not to 
explain what people do, but rather, why they do it. This paradigm is associated with 
the work of Karl Marx and Sigmund Freud for example [Bhaskar, 1975].
May [1993] suggests that the school of thought known as subjective or humanist, 
seeks to place prominence on the meanings that people give to the world around them. 
It is proposed that it is not the structures that are important, but rather the perception 
and interpretation of these structures in the environment. Furthering this concept is the 
paradigm of idealism. Again, this places prominence on the interpretation of the 
environment and on how people produce social systems and interpret the world 
[Johnson et al., 1990]. Fundamentally, the researcher is not expected to remain 
separate and objective from the study. Instead, it is recognised that the researcher’s 
interpretation of the study is by its very nature biased, but that subjective interpretation 
is a requirement when analysing the social world.
May [1993] goes on to note that there have also been attempts to synthesise a number 
of schools of thought. The aim has been to take the most beneficial parts of paradigms 
and combine them, giving rise to the development of the pluralistic paradigm 
[Giddens, 1976; 1984]. The objective is to synthesise the ways of understanding and 
explaining phenomenon [Habermas, 1988]. The concept of the development of 
scientific thought and research has been studied by Kuhn [Barnes, 1991]. He produced 
an historical study of scientific progress and suggested that there are fundamental 
differences between research in the natural and the social sciences. While the natural 
sciences tend to progress by means of scientific revolutions, namely that if a concept 
is proved to be incorrect it has many implications and a whole new research agenda 
will be set, in contrast the social sciences are able to progress by means of scientific 
evolution. In this there is the advantage that there are a number of paradigms available 
to the researcher, each with its own inherent benefits and limitations.
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4.1.3 Deductive and Inductive Research
As noted previously, when empirical work is conducted and consequently data is 
collected, the data is employed to establish, deny or organise theories which are used 
to explain and/or understand observations of the environment. There are two main 
routes that can be taken when conducting research, namely deductive and inductive 
research. When conducting deductive research, a particular theory or theories are 
prerequisites to the research. The data is analysed in an attempt to either prove or 
disprove a proposition or hypothesis. The underlying basis of deductive research is that 
theories are proposed and then research is subsequently carried out to try and prove 
or disprove the theory.
The main problem that arises with this approach is that if the theory is disproved, and 
it has been established there have been no consequential errors in the research, to what 
extent does it prove that the theory is discredited? Is it possible for there to be 
exceptions to the rule, of which this is one, but the theory remains an explanation for 
the general situation? In comparison to inductive research, it is perhaps more difficult 
to prove that a theory is true. One reason for this is that a theory is not being set up 
to fit the particular circumstances. However, it could be proposed that it is also more 
difficult to prove a theory is not true, and so established theories often remain even 
though there are examples of evidence to the contrary [May, 1993].
In comparison, inductive research is the opposite process. Research is set up with only 
a broad goal in mind, namely to gain a better understanding of a particular topic or 
issue. The results of the gathered data are then analysed and used to derive a theory, 
which may subsequently be confirmed or discredited by further research. Inductive 
research is in some respects linked to empiricism, in that it is based on the assumption 
that there are facts that can be collated and then used to support theories. However, 
there is a danger in relying on the facts to speak for themselves. They may describe 
a certain process or a relationship between variables, but until they are interpreted and 
applied to a theory they do little to help explain a phenomenon. Taking this into
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account, it is important to note that the interpretation of the facts by the researcher 
inherently result in a degree of subjectivity.
Obviously, both types of research have advantages and disadvantages. Perhaps of more 
relevance is the fact that each type is appropriate in particular circumstances. For 
example, if little research has been conducted on the topic previously, or it is a 
relatively new phenomenon, then really only research of an inductive nature is 
possible. Conversely, if an issue has been addressed previously it would be unwise not 
to consider previous results and analysis when conducting further research.
4.1.4 Empirical and Secondary Source Data
While some research areas lend themselves to an empirical approach, for others the 
collation and analysis of secondary source data may be the most appropriate, or indeed 
the only, viable means of undertaking the study. The social sciences cover a broad 
spectrum of research topics. Some areas deal with respondents perceptions or attitudes. 
For studies such as these, empirical data collection may be the most appropriate or 
perhaps the only way in which to collect relevant data.
Empirical data collection gives the advantage that the exact questions can be 
addressed, where as if previously published material is used, the survey may not have 
covered the specific areas of most interest or have given other information about the 
subjects. Also, it provides the researcher with up to date material, as for the majority 
of published data there is a delay of months or even years between the survey being 
conducted and the data being published. In some cases where surveys are carried out 
at regular intervals, for example the national census, data may be a decade or so out 
of date. Collecting empirical data also offers the researcher the opportunity to analyse 
a set of data that has previously not been available.
The use of secondary source data also has its own distinct advantages. Firstly, in most 
cases it is a much more efficient form of data collection in terms of savings of time
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and money. In many cases data is already available in a published form and so 
empirical collection is not needed. An example of such a situation is when 
demographic data is required as the basis for consumer research. General demographic 
characteristics are available from a variety of sources including the national census and 
industry reports, and so consumer studies might be based on these rather than 
encountering the expense and delay of conducting a new survey. In other cases, for 
example studies in the business sphere, the use of secondary source data may be more 
appropriate for other reasons. For instance, it may be difficult to gain access to data 
of a specific nature from companies, particularly if it relates to finances or strategy. 
In such a situation consultancy reports focused on the industry might be used as a 
means of interpreting the position of these companies.
In terms of the research agenda of retail internationalisation, it has been suggested that 
there is a need for more empirical research in this area [Williams, 1992a]. Much of 
the research focused on the international expansion of retail companies has been based 
on the actions of retailers which is termed observable evidence. More recently some 
research has used empirical evidence. This has particularly been the case for research 
into the motives for internationalisation. Interestingly, the findings of the research in 
the mid 1980s, the majority of which were based on observational evidence, 
contradicted the results of research conducted in the late 1980s and early 1990s and 
which took an empirical approach. The earlier work concluded that the major 
motivations for retailers to internationalise were reactive in nature, namely that 
saturation levels in the home market were becoming nearer and consequently less 
opportunities existed for expansion [Treadgold, 1988, 1990, 1991]. The research that 
had been based on empirical evidence suggested that retailers took a much more 
proactive stance to internationalising, and the main motivations behind the process of 
retail internationalisation were of a proactive nature as retailers sought to take 
advantage of the opportunities that existed in foreign markets [Alexander, 1990a, 
1990b; Williams, 1992a, 1992b].
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There have been some suggestions that these differing views were due to the fact that 
the surveys were conducted at different periods in time, and so are not necessarily 
contradictory but in fact illustrate the situation which changed over time. In addition 
it has been claimed that the method of data collection had an impact upon the results 
[Williams, 1992a]. It is proposed that when analysing observational evidence the most 
negative stance was being recorded, namely a reactive approach to retail 
internationalisation.
The evidence for this is that retailers only commit themselves to such a high risk and 
high investment strategy as internationalisation when they are sure of success. In 
comparison, by analysing the empirical results, retailers are likely to be more 
favourably disposed to the concept, as opposed to actually taking the action, of 
internationalising. There are few retailers that would deny internationalisation offers 
great opportunities. However, it is the associated risks and the requirement of a large 
amount of investment that often restricts such a strategy being carried out, an idea 
which was measured by the observationally based research, but less so by the 
empirically based findings.
4.1.5 Triangulation
Tick [1979] has suggested that there is a tradition within the social sciences of 
employing multiple research methods, particularly both quantitative and qualitative 
techniques. Such a strategy has been defined as a convergent methodology, multi­
method [Campbell and Fiske, 1959] or triangulation. Tick states that qualitative and 
quantitative methods should be viewed as complementary, yet he suggests that there 
has been little explanation of the use of such an approach.
Denzin [1978] has defined the method of triangulation as 'the combination o f  
methodologies in the study o f the same phenomenon', p. 291. Based on a metaphor of 
the method of triangulation used in navigation [Smith, 1975], the principal aims are 
to give a more accurate view of the subject under study by using a number of
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perspectives and hence decreasing the possibility of invalid data. If a convergence of 
results derived from two or more methods is found, it increases the validity of the 
findings. As Tick [1979] states 'The effectiveness o f triangulation rests on the premise 
that the weakness in each single method will be compensated by the counter-balancing 
strengths o f another* p.604.
Tick proposes that both quantitative and qualitative analysis can be enhanced by 
combining it with elements of the other. Dieting [1971] goes further in suggesting that 
empirical and secondary source analysis are not dichotomous, but rather, can be 
perceived as being at different points along a continuum. It was with this proposition 
in mind that the decision was made to combine methods of data collection.
4.2 SECONDARY SOURCE RESEARCH
As a prerequisite to the study, an attempt was made to review the literature in a 
comprehensive and systematic manner. Initially, an understanding of the developments 
within the retail industry was made. A thorough grounding in the background of the 
issue of retail internationalisation was needed before the precise objectives of the study 
could be established. An understanding of the process of European integration was 
also required, with particular prominence placed upon the establishment of the SEM 
and the consequences it was likely to have on the expansion policies of retailers, 
particularly those within the food sector. It was on the basis of the findings from this 
review, which are discussed in chapters two and three, that the objectives of the 
research project previously outlined in chapter one were established.
4.2.1 Literature Review
A review of the retail sector gained from studying secondary source data is given in 
the literature chapter, chapter two. An understanding of the theories of retail change 
was seen as an important basis from which to begin the study. This was furthered by
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an attempt to gain an appreciation of the nature of the contemporary European food 
retail environment. A study was made of the fundamental changes that have occurred 
in the post-war era. First, the increasing power of retailers relative to that of suppliers. 
Secondly, increasing rates of market concentration, and thirdly, the increasing market 
share of the multiples and consequent declining presence of independent retailers. In 
addition to these structural transitions other factors of influence were also reviewed. 
These included changes in the nature of consumer market, and, advances in technology 
and the impacts these developments are having upon the retail environment.
Particular attention was paid to expansion strategies, especially that of 
internationalisation. As a furtherance of this, the nature of the process of 
internationalisation was looked at in more detail, and a review was made of the 
different schools of thought, for example, the reactive versus proactive debate. The 
idiosyncrasies of the food retail sector in terms of internationalising were also 
reviewed, as this was an issue pertinent to the research agenda. This review is 
presented in chapter three.
A study was made of the process of increasing European integration in the post 
Second World War environment, culminating in the establishment of the EU and the 
creation of the SEM in 1992. As noted in chapter three, this was not intended to be 
a comprehensive review of European integration. First, such a review was not of 
direct relevance to the study and in conjunction, such a complex study lay far beyond 
the scope of this research. It is hoped however that by reviewing the material on the 
subject, a background knowledge was gained into the nature of European integration, 
its aims and limitations, and the impacts it is having upon the retail environment.
4.2.2 Quantitative Data
The analysis of secondary source data was necessary throughout the research process. 
For example, the objectives of the research were to survey directors of the largest 
retail companies within six EU countries. Secondary source data indicating the size
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of the operations was therefore a prerequisite to defining the sample of companies to 
be targeted in the survey. A number of sources were used including industry reports 
and company yearly reports.
In addition, other secondary source data was needed in the analysis stage of the 
research. For example, socii-economic data relating to the different national markets 
was used in an analysis of the character of markets. This was subsequently used to 
study why particular markets were favoured as options for expansion. The analysis 
included data which was used as a proxy measure of the level of structural 
development of the market, such as the GDP and the number of retail outlets per 
thousand population.
4.2.3 Methodological Techniques
The use of secondary source material has been crucial not only in terms of 
investigating the subject area, but also as a means of developing a research strategy. 
The study of retail internationalisation is a relatively new subject area. As such, there 
is a limited amount of research which has focused specifically on this area. This 
situation has to some extent limited the choice of methodologies that could be 
employed when researching such issues. Firstly, if there is only a limited amount of 
previous research then further research is, by its very nature, more likely to be 
inductive in character. There are likely to be fewer established theories and hypotheses 
and consequently research is more likely to take an inductive approach to investigating 
the issues in order to develop a better understanding of the process.
This was particularly the case as the research was focused specifically on the process 
of internationalisation of food retailers. As previously noted, retailers operating in the 
food sector have traditionally been less inclined to internationalise, and even when 
they have, it is often considered it has been due to predominantly reactive as opposed 
to proactive reasons. As there is only a limited amount of previous research focused 
on the internationalisation of food retailers, there are a relatively small number of
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established theories which can be tested. In addition, the literature high-lighted the 
need for further empirical analysis in an attempt to develop a more analytical approach 
to understanding the issues and processes at work [Williams, 1992a].
Similarly, the fact that the research focused on the expansion strategies of European 
retailers in the post-1992 environment accentuated the requirement for an inductive 
approach. The research began at the outset of the establishment of the SEM and the 
subsequent enquiries were conducted shortly afterwards. Although there was a 
significant amount of literature that existed was focused upon the SEM and its 
impacts, due to the timing of the research the majority of literature was from a 
prospective viewpoint.
Subsequent literature reviews have been conducted focused on observational evidence 
of the impact of the SEM. However, when the research agenda was initially structured, 
and subsequently when the surveys were being written, the literature on which it was 
based had been published prior to the creation of the SEM and so took a prospective 
stance. Much of the literature analysing the process of retail internationalisation is 
based on observational evidence. However, due to the timing of the survey this was 
not an available option.Rather than studying the actions of retailers in the post-1992 
setting, the intention was to consider retailers perceptions of expansion opportunities. 
The fact that so little data existed regarding the actual, as opposed to potential, 
impacts of the SEM led to the decision to conduct an empirical enquiry.
The number of countries in the study also suggested an empirical approach was 
appropriate. There are few examples of cross-national studies that have focused on the 
expansion strategies of food retailers. Due to the lack of relevant information it was 
decided that an empirical survey would be the best means of deriving the data. 
Information relating to the activities of retailers in the six nations focused on in this 
research is available, however, on the whole much of it was not of a directly 
comparable nature. It seemed the most appropriate means of collating information
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regarding the perceptions and opinions of directors of large scale European food 
retailers regarding the issue of internationalisation was to conduct an empirical survey. 
Once this decision had been reached, a review of the literature was made in order to 
decide which methods and techniques were most appropriate for such a survey.
Details of methodological techniques and the particular benefits and limitations of each 
were reviewed. Information regarding general techniques when conducting interviews 
proved to be useful. For example, ways of sequencing questions in interviews in order 
to develop the issue. Perhaps of greater importance was the literature on postal 
questionnaires. The particular insights gained from the secondary source data relating 
to the construction of interviews and questionnaires is detailed further on in this 
chapter (sections 4.3 and 4.4 respectively).
The decision to employ the Delphi method was a direct result of a review of relevant 
secondary source data. After the results of the postal questionnaire were analysed, 
there appeared to be a number of issues that needed to be addressed in further detail, 
or, issues of confusion that had arisen from the results of the postal questionnaire. It 
was needed to gain an insight into these issues and an understanding of respondents' 
answers by using a more qualitative approach. A review was made of methodological 
techniques and the Delphi approach seemed to offer certain advantages. From this a 
wide variety of material relating to the Delphi method was evaluated. Knowledge 
gained from this assessment was used to adapt the Delphi method into a suitable 
format. Secondary source data was used not only to decide which type of method, but 
also to gain an understanding of the more intricate step by step instructions of how to 
administer a Delphi survey. This issue is detailed in section 4.5.
Information gained from relevant texts was also used in the analysis stage of the 
research. A review of relevant information was a prerequisite to deciding how to 
analyse the data, both qualitatively and quantitatively. Texts such as Oppenheim's
[1992] seminal work on questionnaires and interview techniques were of use not just
182
Chapter 4: Methodology
in the construction process and in administering the surveys, but also in terms of 
interpreting the results. In conclusion, secondary source data and relevant literature 
were used in all stages of the research, from defining the agenda and exploring the 
literature, to choosing suitable techniques and finally analysing the findings.
4.2.4 Sources
The information used in all stages of the research was drawn from a variety of 
sources. Indeed, the material that the literature review was based upon was derived 
from a whole range of sources. Initially, background and introductory texts in the area 
of retailing and European integration were reviewed. These included both text books 
and also papers in journals and periodicals. After consultation with academics working 
in the subject area some key references were suggested. These were followed up and 
proved to be of use in themselves, but also as leads to further bibliographic references.
In an attempt to find articles about particular topics or focused on particular countries 
or companies, the CDROM system ABI Inform proved to be a useful source of 
information. Full bibliographic references and abstracts are available derived from 
requests for articles on specific subjects, companies and/or geographic areas. The 
Eurocrat CDROM system provided the same type of information about studies focused 
on the European Community. In addition, finding further work by particular authors 
proved a useful means of gaining more information on a particular issue or concept. 
A useful way of tracking down these articles was by using the Social Science Citation 
Index. The index to theses was profitable in finding previous Masters and Doctoral 
theses focused on the retail area.
Much of the secondary source data that was used for analysing the markets was 
derived from Aerostat reports and official reports from the European Communities. 
These included quantitative data and also qualitative analyses. The secondary source 
data from these sources was particularly productive as in many cases it was in a 
directly comparative format. This resulted in ease of comparisons between the
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countries in the survey. It also meant that the secondary source data was available for 
all the nations in the survey, and, that data could be used in conjunction with 
empirical findings as a means of analysis. For example, chapter five focuses upon the 
issue of expansion strategies. Respondents were asked to rate which European markets 
they viewed as being most favourable. Secondary source data relating to the level of 
economic and retail structural development were then used to describe the nature of 
the most favoured and most unfavourable markets. Based on the previous findings the 
Delphi study went on to address the issue of the importance of the level of structural 
development as a factor of market favourability
An attempt was made to keep up to date with new articles of relevance to the study 
that were published throughout the time it has taken to conduct this research. In 
addition, writing papers to be presented at academic conferences has proved to be 
useful in terms of providing new sources of information. The conference proceedings 
have been a great source of up to date references and the opportunity to discuss 
relevant issues with other delegates has led to suggestions for further reading 
references and sources of data.
4.2.5 Limitations
One of the fundamental difficulties associated with collating the secondary source data 
has been the lack of information. First, the study of retail internationalisation is a 
relatively recent academic study, and in the main, a relatively recent phenomenon. 
Although the number of studies of the process are increasing, relative to other subject 
areas, there remains a paucity of published information and analysis.
Secondly, some sources of secondary data are not easily accessible for a number of 
reasons. Data of a sensitive nature, for example relating to strategies or finances of a 
company, is not always available. This situation is compounded by the nature of the 
industry. In particular a number of the companies in question are privately owned and 
are not required to publish such data.
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Thirdly, there is a lack of comparable cross national data. In many cases even when 
data is available for some countries, the same type of information is not available in 
others, making comparisons difficult. Obviously, countries have their own way of 
collating data. Some carry out far more surveys than others and insist that certain 
information is available whilst others do not. European integration is resulting in 
increasing availability of information for all member nations. However, even when 
countries do record the same type of information, it may not be collated in the same 
way. In many cases there are differences in the definitions used by different countries. 
An example directly related to the retail industry is the way in which the number of 
outlets of each format type is recorded. The definition of a hypermarket in France is 
often different from that in Germany. As a consequence the data is not directly 
comparable unless figures are adapted and allowances are made for such discrepancies.
4.3 INTERVIEWS
As discussed previously, the fundamental objective of the study was to gain an insight 
into the perceptions and opinions of people within key positions in large European 
food retail companies. As noted in the section detailing the objectives of the empirical 
study, one of the fundamental aims was to produce a cross-national analysis of 
retailers in Europe. Few cross-national studies have been carried out which have 
focused upon the retail sector, and even fewer cross-national studies of the strategic 
opinions of food retailing companies within Europe have been conducted. With this 
aim in mind it was decided to carry out semi-structured interviews. This method 
allowed there to be a degree of similarity between the interviews for comparative 
purposes, whilst also allowing the interviewee to set part of the agenda and to give 
more information on the subjects and issues that they felt were most important and 
knew most about.
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4.3.1 Sample
The aim was to interview a number of senior executives of large food retail companies 
in the six chosen EU countries. A list was made of the largest retail companies in the 
countries of France, Germany, Italy, the Netherlands, Spain and the UK. For the 
majority of the companies targeted, food retailing was the core activity. In some cases 
food retailing was a secondary focus, but the company was still one of the largest food 
retailers nationally. An example of a company that fitted this definition is Marks and 
Spencer. The list of the 52 companies and the fascias they operate is given in 
appendix 4.1. The list of companies fitting the given specifications was derived from 
information gathered from a number of sources; CIG, 1990a-f; CIG, 199la, 199lb; 
IGD, 1992a-g, 1993.
The objectives of the study dictated that only food retailers of a substantial size should 
be included in the sample. This was due to the fact that the study was very much 
focused on the views of retailers towards the process of internationalisation. It is 
certainly true that some retailers have internationalised whilst still operating at a 
relatively small scale within the domestic market, as exemplified by fashion retailer 
Benetton who opened their second store in a foreign market.
However, as noted in chapter three, such an option is not generally open to retailers 
in the food sector. In brief, usually only food retailers of a significant size are able 
to internationalise due to the nature of the business and the particular operational and 
distributional requirements of the food sector. This concept was assumed and so 
consequently the largest companies were targeted for interviews. It is notable that 
some of the companies targeted have since undergone changes in their management 
structure. For example. Carrefour has acquired Euromarché and Casino has acquired 
the Ralleye group [Buckley and Jack, 1995]. However, this has not had a significant 
impact on the results as respondents were asked to give their personal views and not 
that of the company.
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The companies were not defined according to absolute values, for example size of 
turnover. It was felt that even if a reasonable quantitative value was determined, there 
would be associated problems. For example, if the factor of turnover was used it 
would be very difficult to ensure that all the figures were based on the same 
definitions. Figures for some retailers might include sales from non-food subsidiary 
companies or from overseas operations, whilst others quote only national figures for 
the core activity. Other variables that might have been quantitatively measured all had 
similar potential difficulties. For example, there would be a distorted view if 
companies were defined according to the number of outlets. Whilst some might only 
have a relatively low number of very large scale outlets, others might have a large 
number of small-scale operations. This factor was compounded by the fact that the 
countries in the survey are based in markets that have different levels of retail 
structural development. A similar problem emerged if companies were analysed by the 
number of average employees. As a consequence, it was decided that determining the 
largest food retailers by a quantitative measure was not appropriate.
Instead, after reviewing the literature, it was decided to include all the companies that 
were generally considered to be a substantial size and had a significant amount of 
national coverage. The information used to determine the list of companies was 
derived from compiling data from industry reports published by both the Corporate 
Intelligence Group and the Institute of Grocery Distribution. In most cases, the same 
companies were cited by both, although there were some discrepancies in the ranking. 
As appendix 4.1 illustrates, the number of companies from each country differs. This 
is due to a number of interrelating factors, for example, the differing sizes of national 
markets and the varying level of market concentration. However, it was felt that this 
does not effect the aim, namely to target the largest retailers who account for the 
majority of sales in each of the six national markets.
The ultimate aim was to interview senior executives from each of the 52 companies. 
It was, however, appreciated that to achieve a response rate close to this would be
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very unlikely. The senior executives targeted were those thought to be most relevant 
to the issues dealt with in the questionnaire. It is perhaps noteworthy that the 
respondents targeted were not all responsible for the same department. As previously 
discussed, the research aimed to deal with the issue of expansion policies, particularly 
the process of internationalisation. Some companies actually had a director of 
expansion or of overseas operations, and so if this was the case, they were selected 
to be interviewed. If the retail company did not have such a position then either the 
marketing or buying departments were targeted. A list of the names, addresses and 
positions of targets was derived from Healey and Bakers' 'Directory of European 
Retailers 1993'. The list is not included in the appendix to ensure confidentiality of 
responses.
4.3.2 Establishing the Interviews
Letters were sent to senior executives of the 52 large food retail companies within the 
six case study countries (see appendix 4.1). The letters requested the opportunity of 
an interview with them, and the chance to discuss their views relating to the SEM and 
the impact they felt it was having upon the European food retail environment. 
Appendix 4.2 illustrates the letter that was sent to targets in the UK. Appendix 4.3 
shows the letter that was subsequently translated into the five other national languages 
and sent to the targets in France, Germany, Italy, the Netherlands and Spain. In 
addition a letter of support from members of staff supervising the project was also sent 
(appendix 4.4). This confirmed that the survey was part of a University doctoral 
research project. It asked for the help of the target whilst appreciating how busy they 
were. A list of the respondents is not given to ensure confidentiality.
The aim of the letters requesting an interview was to establish a number of points, all 
of which it was hoped would help persuade targets to respond to the letter positively. 
First, that the survey was part of an academic research project, the findings of which 
would be of use in teaching students within the department. The letters were printed 
on departmental headed paper in an attempt to legitimise the survey and thus increase
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the response rate as suggested in Bailey [1982]. Letters and envelopes were addressed 
to the individual in order to personalise the request for their help. Secondly, the letter 
stated that the fundamental objective of the interviews was to gain an informed view 
of the European food retailing industry, and, that it was the respondent's views and 
opinions that were sought rather than factual information. By stating that other 
respondents were senior executives from large European food retail firms it was hoped 
to encourage respondents to reply. Thirdly, the request letter confirmed that all 
findings would be strictly confidential and that no individual or company would be 
referred to specifically.
In addition to these points, the letters sent to retailers on the Continent (see appendix 
4.3) also had a number of further points of relevance. It was requested to see someone 
who spoke English, which obviously may have had a detrimental effect on the 
response rate. However, it was necessary as paid interpreters were not a feasible 
option. In regard to this, the respondents were requested to pass the letter on to a 
suitable colleague if they were unable to help, preferably someone who had contact 
with foreign markets in terms of establishing outlets, as a buying function, or in terms 
of marketing.
4.3.3 Piloting the Interviews
Once the semi-structured interview had been constructed, it was tested in a pilot study. 
The aim was to discover if the meanings of the questions were clearly apparent, if the 
sequence of questions was logical, and, to ensure there were no unnecessary 
repetitions of issues. Due to the nature of the target sample, it was decided not to pilot 
the interviews on the selected sample of respondents as this would limit the number 
of respondents for the actual interviews. Ideally, another set of retailers would have 
been selected to pilot the survey. However, it was expected that there would be 
difficulties in getting directors of retail companies to respond to the survey, and so all 
those who would be interviewed were needed for the actual results. Instead it was 
decided to pilot the interviews on another set of respondents.
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The pilot study respondents were staff and postgraduate students in the Department 
of Management Studies at the University of Surrey. All had a knowledge of the issues 
although obviously they were not in a position to give 'real' answers to the questions. 
However, the pilot survey did at least offer the opportunity to clarify the wording of 
some questions and introduce some prompts to others where necessary. The limited 
relevance of the sample group for the pilot study was also less of a problem as the 
interviews were semi-structured and so the discussion was to some extent led by the 
actual respondents. The questions used in the semi-structured interviews are given in 
appendix 4.5, although it is noteworthy these were just the beginning points of 
discussion, and additional issues were covered in the different interviews.
4.3.4 Response Rate
Interviews were carried out with 21 out of the 52 retail executives contacted, 
representing a 40% response rate. The results are by no means meant to infer the 
opinions of all European retail directors. Instead, it is hoped that they offer qualitative 
information that was not previously available and serve as an insight into the issues 
of internationalisation and the impact of the SEM. Following on from these results, 
which by their very nature were not suitable for quantitative analysis, it was decided 
that a larger group of respondents would be required for a more quantitative study.
A limited response was achieved and so a follow up letter was sent. This stressed that 
the interview was part of an academic study, and that there would be strict 
confidentiality of responses. The follow up letter achieved only one extra interview 
and so was not a particular success. In all before the start of the interview stage 14 
interviews had been arranged. This represented a 27% response rate (see table 4.1).
Although only a limited number of interviews had been able to be pre-arranged, it was 
decided that whilst in the respective countries, other retailers who had not replied to 
the requests by letter should be contacted. It was hoped that a more personal approach 
might result in some more interviews being attained. Once in the respective countries.
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retailers from whom no reply had been received were contacted by telephone and a 
request was made to meet with them or their representative in the next few days. This 
approach had some success and five interviews were made (see table 4.1). It appeared 
that respondents had not wanted to commit themselves to a specific date for an 
interview some months before, however, if they were available for a period of time 
in the next few days they were willing to be interviewed.
In addition to telephoning retailers, it was decided to see if any extra interviews could 
be achieved simply by turning up at the head offices of specific retail companies, 
explaining about the survey and asking for their help. Perhaps surprisingly, this 
method was successful on two occasions (table 4.1). In all, 21 interviews were carried 
out with directors of large scale food retail companies in six countries in the Autumn 
of 1993. This represented a response rate of 40.4% which was a pleasing result given 
the nature of the research and the language difficulties (see table 4.1). In terms of the 
cross-national distribution, five interviews were conducted with French retailers, five 
in Germany, two in the Netherlands, three in Italy, two in Spain and four in the UK. 
The number of interviews carried out in each country represented in terms of 
percentages is; 23.8% in France, 23.8% in Germany, 9.5% in the Netherlands, 14.3% 
in Italy, 9.5% in Spain and 19.0% in the UK, which is illustrated in figure 4.1.
4.3.5 Construction of the Interviews
As previously noted, the structure of questions of the semi-structured interview are 
given in appendix 4.5. As can be seen there are seven main issues on the agenda, 
although interviewees were prompted to expand the set agenda wherever it was 
relevant. The issues set for discussion were derived from a review of the literature. An 
attempt was made to include the issues that seemed most salient to gaining an 
understanding of the process of retail internationalisation and the influences of the 
SEM. In addition, questions were also based on issues where there appeared to be a 
gap in the literature, for example, the particular differences of internationalisation for 
food retailers as opposed to those in the non-food sector.
1 9 1
Chapter 4: Methodology
Table 4.1
Response Rate of Interviews: 52 Interviews Requested
Stage No. of Acceptances % Response Rate
Initial letter requesting Interview 13 25.0%
Reminder letter 1 1.9%
Telephoning locally 5 9.6%
Calling at Head Office 2 L8%
Total Number of Interviews 21 40.4%
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Figure 4.1
Cross-National Evaluation of Interviewees
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The questions dealt first with the management structure of the company. Respondents 
were asked to define this in terms of the extent to which it was decentralised and how 
much autonomy there was at individual outlet level. The implications that the type of 
structure had on the potential for internationalisation were then explored. Secondly, 
respondents' attitudes towards expansion strategies were discussed. They were asked 
about potential expansion strategies, particularly which they felt were most favourable 
and why. Emphasis was placed on geographical expansion as opposed to non-spatial 
expansion strategies, such as, for example, moving into a non-food retail sector. The 
third topic under discussion explored respondents' attitudes towards the SEM. They 
were asked to consider whether the SEM was favourable or not, and, their reasons for 
perceiving the SEM in either a positive or negative light. As a furtherance of this issue 
they were then asked the extent to which they felt the SEM was having a specific 
impact upon the retail sector.
The fifth subject under discussion was the location of the most favourable markets for 
entry into, and, which methods of market entry were most likely to be used. The 
idiosyncrasies of the food sector in terms of internationalisation were also discussed. 
Following on from this the question of new markets was raised, and specifically the 
pull factors that would attract a retailer seeking to expand abroad. In particular, the 
aspects of geographical distance, cultural similarity and economic conditions were 
discussed, a direct link to the literature (Burt, 1993). Lastly, the nature of the 
European consumer market was discussed. Of particular importance were the issues 
of the extent to which interviewees thought it was becoming increasingly 
homogeneous. They were also asked to consider if homogeneity on a pan-European 
scale was less relevant to retailers in the food sector, and if the changes, particularly 
the emergence of European retail alliances, would alter the retailer-supplier 
relationship.
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4.3.6 Limitations
One of the limitations of the survey was actually getting retailers to give an interview. 
Although a response rate of 40% is fair, it is fully recognised that a sample group of 
just 21 can by no means be used to infer the opinions of European retailers in general. 
In many cases it was very difficult to achieve interviews, despite the fact that a 
reminder letter was sent and retailers who had not responded were subsequently 
contacted nearer the time.
Obviously there were restrictions on the availability of time and money. This meant 
that the interviews in the five countries on the Continent had to be conducted in 
sequence, as further trips to the country at a more convenient time were not possible. 
This obviously had a negative impact on the number of interviews achieved.
In addition, an issue that undoubtedly had a detrimental effect on the response rate 
was the factor of language. The letters to retailers on the Continent were translated 
into the respective national languages in an attempt to achieve a positive response, 
even if the letter was passed on to a colleague. Undoubtedly the survey could have 
achieved a higher response rate if interpreters had been available to conduct the 
interviews in the respondents national language. However, due to the financial 
limitations of the project, this was not a feasible option.
Another issue related to the difficulties noted above is that in actuality not all the 
interviewees were directors of the companies. In some cases, even where an interview 
had been arranged with a particular director, they were unable to attend and so a 
junior colleague took their place. In many cases they were a source of a great deal of 
knowledge and the interview was a success. In some cases however knowledgable, 
they were not in a position to respond to some questions or have access to the type 
of information required, for example the type of markets considered for expansion.
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4.4 POSTAL QUESTIONNAIRE
In the light of the findings from the interviews it was deemed necessary to take a 
different approach in order to gain information from a larger sample group. A number 
of respondents who had not been available for interview suggested that they would be 
likely to respond if the questions were mailed to them. It seemed that many 
respondents were not averse to responding to the survey, but, the method must be 
convenient. Organising an interview some weeks in advance did not appear to have 
been a suitable method for them to respond to a survey, but, it was anticipated that a 
mailed questionnaire that could be completed at the respondents convenience was a 
more appropriate method of surveying senior executives. This, in conjunction with the 
need to find a method of targeting a relatively large group of respondents in the six 
countries of the survey, suggested that a postal questionnaire would be an appropriate 
method. Not only was it suitable considering the financial restrictions of the survey 
and the cross-national character of respondents, but it also allowed the survey to target 
a much larger sample group than the previous interviews had.
Responding by questionnaire also provided a greater degree of anonymity, and due to 
the strategic nature of many of the issues under discussion, again this seemed an 
appropriate method. May [1991] has suggested postal questionnaires are a particularly 
good medium for gaining the views of respondents in organisations in times of change, 
where the anonymity of the method may encourage more outspoken opinions. 
Questionnaires also have the advantage over interviews in that the wording is 
standardised and as such the responses are more easily compared. It is noted that even 
with mailed questionnaires questions may be interpreted differently [Bailey, 1982]. 
This limitation is lessened by the fact that the respondents were similar in terms of 
their occupation on which the survey was focused. In addition, a postal questionnaire 
ensures that there can be no input of bias from an interviewer.
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The use of a postal questionnaire also overcame some of the difficulties associated 
with problems of language barriers. After consideration of the interviews, it was 
decided to translate the cover letters into the respective national languages but to keep 
the questionnaire in English. This was for a number of reasons. First, English is 
regarded as the international business language and as the targets were all directors of 
large companies it was felt this would not be inappropriate. Evidence from conducting 
the interviews suggested that the language barrier was not such a problem due to the 
type of respondents. Secondly, by keeping the questions in the same language the 
problems associated with translation and mis-interpretation were negated. Thirdly, the 
structure of the questionnaire was fairly straight forward and in many of the questions 
a rating scale would be used. It was felt that even if a respondent did not speak fluent 
English, a working knowledge of business English was all that was required.
4.4.1 Sample
As a result of the limited number of interviews, it was deemed necessary to try a 
different approach in order to derive a significant amount of empirical data. When 
determining which companies to target for the interviews, a census approach had been 
taken in that all the retail companies that fitted the description were targeted. As 
previously noted, a combination of reports on the European food retailing industry 
were used to distinguish 52 companies originating in the six case study countries, all 
of a significant size and active in the food retail sector (see appendix 4.1). In order to 
increase the number of targets the number of companies could not be increased as 
smaller companies were not considered to be of a sufficient size to be considering 
expanding internationally. Companies could have been included from other countries 
but it was felt a cross-national survey of six countries provided plenty of potential for 
analysis and any additions would be outside the scope of the research. As a result it 
was decided to target a number of respondents from each of the 52 companies.
Due to the strategic focus of the study, it was decided that main board directors would 
be the most suitable targets for the postal questionnaire. The fundamental objective of
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the study was to ask respondents to consider the opportunities provided by potential 
strategies of expansion. Respondents in other positions within the company would no 
doubt have been knowledgeable and had an opinion on such issues. However, it was 
felt the most appropriate positions to target were those on the board of directors. 
Primarily, this was due to the fact that directors are responsible for considering and 
defining the strategic direction of the company.
There have been a number of definitions of the role of the board of directors. Mace 
[1971] states that it is to establish the basic objectives, corporate strategies or broad 
policies of the company. Lauenstein [1981] and Wommack [1979] confirm this and 
suggest the board must establish what makes an adequate strategy and to monitor and 
amend the policies of the management. This joint role is summarised by McAdam 
[1979], who sees the board's function as being a combination of establishing corporate 
direction and defining the specific policies needed to enact the strategy. Essentially, 
the targets were determined as being the most appropriate respondents for the survey 
due to the strategic focus of the board of directors.
From the 52 retail companies, 700 directors were targeted for the questionnaire survey. 
Their names, addresses and positions were derived from a combination of company 
yearly reports, industry reports [CIG 1990a - f; IGD, 1992a - g, 1993; Eurostat, 1993] 
and retail directories [Healey and Baker, 1993; European Food Trade Director, 1993- 
94]. Figure 4.2 illustrates the national origin of the target group. Although a 
questionnaire was sent to a number of directors in each company they were being 
questioned on their personal view, not that of the company. Due to the nature of the 
target group a number of responses were received from directors of one company and 
none from others. However, it was felt that this did not constitute a real problem as 
respondents were asked for their personal view. As previously noted, the aim was to 
gain an insight into the perceptions and opinions of key players in the European food 
retailing industry, therefore, if some of the companies did not respond and there were 
multiple responses from other companies it did not alter the findings.
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Figure 4.2
Cross-National Evaluation of Postal Questionnire Targets
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All responses were still from directors of large scale food retailers and there is nothing 
to say that if responses were received from two directors of a particular company that 
they would have anything in common, just as it is not possible to say that if responses 
were received from directors of different companies that they would not be similar.
4.4.2 Cover Letter
It had been decided to translate the cover letter into the respondent's national language 
even though the questionnaire was to be in English for all the respondents. This 
decision was made for a number of reasons. Firstly, by receiving a letter in their 
national language all respondents would at least understand what the study was about 
and what was required of them. It was hoped that if they were unable to respond they 
might at least pass the questionnaire on to a colleague who did understand English. 
Also, by receiving a letter in their own language they might feel more inclined to help, 
where as if it had taken them time and effort to understand the letter it seemed likely 
they might be less inclined to respond to the questionnaire. Another reason for 
translating the letters was to ensure that targets were aware of a number of points 
made in an effort to achieve a high response rate.
To try and receive a high response rate the same methods were used as with the letter 
requesting. A copy of a report of the findings was offered. This was to legitimise the 
study and to try and convey a feeling of involvement to the respondent. It was also 
used as a means of thanking respondent for their time and effort [Bailey, 1982]. The 
translated cover letters are given in appendices 4.7 to 4.11. They contained the same 
information as those sent within the UK. As with the requests for the interviews a 
second cover letter from the department was also sent (appendix 4.12). Six weeks after 
sending the questionnaire and covering letters, even allov^ng for European postal 
services, it was thought unlikely that more responses would be returned. In an attempt 
to boost the response rate a reminder letter was sent. It was decided that if they had 
not responded by this point it was unlikely they still had the questionnaire and so a 
second copy was also enclosed. A copy of the reminder letter is given appendix 4.13.
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Its aim was to re-introduce the research project and its objectives, to request the 
respondents help, and to stress the importance of their response so that the survey 
would include a representative sample of European retailers. The reminder letter only 
had a very limited impact upon the response rate.
4.4.3 Piloting the Questionnaire
As with the interviews, due to the restricted number of respondents and the anticipated 
difficulty in achieving responses it was decided not to pilot the questionnaire on the 
actual targets. This was obviously not a perfect situation, however, it was decided it 
was better to use all potential respondents for the main questionnaire. As Bailey 
[1982] states, using a captive audience for a pretest is an accepted necessity in many 
circumstances. To some extent the problem with this was lessened by the fact that the 
questionnaire had been derived from the outcome of the interviews and hence from 
the suggestions of a sub-sample of the target group themselves. It was anticipated that 
the issues that had been derived from the interviews and subsequently used in the 
formation of the questionnaire were therefore appropriate to the respondent.
As with the interviews, the main aim of piloting the questionnaire was to identify if 
their were any problems with the structure of the questions, or, the way in which they 
were set out or phrased, rather than with the actual issues. As Bailey [1982] states;
'the chief aim o f questionnaire construction is to construct an instrument that will not 
only minimise non-response, but that will also ensure that the information collected 
is complete, valid, and reliable', p. 153.
With this aim in mind the questionnaires were given to staff and students within the 
Department of Management Studies, University of Surrey. The pilot study respondents 
were asked to critically analyse all aspects of the questionnaire including the question 
wording, order and if any further questions were needed, in addition to the instructions 
given and the categories for responses.
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No major changes were made as a result of the piloting, although some suggestions 
as to the way the questions were structured and worded was taken into consideration. 
Also, some respondents of the pilot study suggested clearer instructions as to how the 
responses were to be recorded was needed. In reference to both the Likert scales and 
rating scales the instruction 'Please circle the appropriate number in the questions 
below' was included on the first page. For questions where a number of factors were 
being rated, some additional categories that had been suggested were also included. 
The piloting of the questionnaire helped to enhance the layout, to clarify the wording 
of some questions, and, to add some additional parts to others. It did not have a major 
impact on the content of the questionnaire however.
4.4.4 Response Rate
From the original questionnaires sent to 700 named targets and the subsequent follow- 
up letter, 92 responses were received. This represented a response rate of 13%. This 
was a disappointing but not a surprising result. Due to the nature of the sample group 
it had been anticipated that the response rate would be low. This was thought to be 
partly due to the fact that respondents were very busy people and a questionnaire 
might not be thought of as much of a priority. It was also thought likely that many 
retailers were unlikely to respond out of principle, either their own or company policy, 
as the questionnaire was focused on expansion strategies which might be perceived as 
a sensitive issue and one they would not want their thoughts known on. Both the 
questionnaire and the covering letter stressed the confidentiality of responses but it is 
likely it still had some influence. As Bailey [1982] states, postal studies often receive 
response rates as low as 10 percent, and so it was considered that this survey had not 
been unsuccessful.
Despite the low response rate, the results were still thought to be of much use for a 
number of reasons. First, it had been anticipated that the response rate would be low, 
Bailey [1982] suggests as low as 10%, and consequently a census approach had been 
taken. Secondly, a survey of 92 responses is certainly in line with other empirical
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surveys focused upon retail internationalisation [Alexander, 1990a, 1990b; Williams, 
1992a, 1992b]. And thirdly, as previously stated, the fundamental objectives of the 
research were inductive in nature. The main aim was to gain an insight into the views 
of retailers, rather than prove a particular theory, and so there was no minimal size of 
sample needed.
Due to the pattern of responses, there was not an equal distribution of responses 
dependent on the country of origin. From the 92 usable questionnaires that were 
returned before the deadline, 18 were from French retailers, 14 from German, 14 
Italian, 11 from Dutch, 4 from Spanish and 31 from UK retailers. As illustrated in 
figure 4.3, this represents a distribution based on country of origin of; 19.6% of 
respondents were French, 15.2% German, 15.2% Italian, 12.0% Dutch, 4.5% Spanish 
and 33.7% from the UK.
4.4.5 Likert and Rating Scales
It was decided that it would be appropriate to use rating scales as a means of 
constructing many of the questions within the questionnaire. An alternative would 
have been to use other techniques such as open ended questions. The reasons were 
first that closed questions allow a large amount of data to be derived from a 
questionnaire and the data is pre-coded for statistical analysis. Quantitative responses 
allow average responses to be calculated, for sub-groups to be compared, and, for 
factors to be tested for correlation. Secondly, using scales reduces the time and effort 
required by the respondent and so is likely to increase the response rate. In addition, 
the layout of such a questionnaire means a number of questions can be fitted on to 
each page and so the questionnaire does not look as daunting. Thirdly, due to the 
nature of the sample group it was more appropriate to use a quantitative method of 
recording responses. It reduced the potential problem of language barriers and mis­
interpretation that asking respondents open-ended questions would produce.
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Figure 4.3
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When respondents are asked to state their opinions, as with the majority of the 
questions in the postal questionnaire, the responses are ordinal in nature. They are not 
distinct nominal responses, such as for example, the responses to questions such as age 
or gender would be. Ordinal responses are based on a continuum. However, due to the 
reasons noted above, it is often the case that responses are categorised so that the data 
is derived as nominal variables for ease of analysis and statistical tests. In such 
circumstances, the researcher imposes the categories. It is essential that the categories 
are both mutually exclusive and exhaustive [May, 1993]. It has been stated that; 'the 
failings o f closed questions are more likely to be due to omissions o f an important 
choice category (i.e., poor design) than to the use o f the form in the first place', 
[Social and Community Planning Research, 1981, p.7].
There seems to be a degree of confusion and indeed overlap between definitions of 
different types of scales. Rating scales have in common the fact that respondents are 
asked to record their opinion or attitude by giving it a numerical value. The actual 
format of the scales and amount of information varies. In this research the term ’Likert 
scale’ is used to describe a scale with two opposing statements at either end and a 
’rating scale’ has been defined as a scale where respondents are asked a question and 
can chose their response from a list of options, each designated with a number from 
one to five. There are various other types of scale including the Osgood semantic 
differential scale, the Guttman scale and the Thurston and factorial scale [Henerson, 
Lyons Morris and Fitz-Gibbon, 1987; Oppenheim, 1973, 1992]. However, these are 
more commonly associated with measuring attitudes rather than opinion.
All the scales used in this research are five point scales, although sometimes seven or 
nine point scales are also commonly used in research. Scales with an odd number of 
points are usually but not always used. The main reason for this is that if respondents 
are neutral on an issue, there is a mid point on the scale which they can mark. When 
deciding how large to make the scale two main factors must be considered. First, if 
too few intervals are used respondents with quite different responses will be grouped
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together under the same category. Conversely, if too many intervals are used, a 
respondent who only has a vague idea of the answer will have to approximate their 
response. In addition, it is likely that if respondents are asked to consider their answer 
in too much detail they will become frustrated and less likely to complete the 
questionnaire [Bailey, 1982]. It was on the basis of this information that the decision 
to use a five point scale was made.
In the case of the Likert scale the respondent is asked to consider the two opposing 
statements and record their response by circling a number on the scale to represent 
their view. If they agree completely with the statement at the end of the scale 
represented by 1, that is the number they record. If they do not agree with either 
statement more than the other then they circle the middle number, in this case a 3. If 
they agree with the statement at the end of the scale represented by 1 more than they 
agree with the opposing statement then would circle a 2 [Oppenheim, 1992].
The rating scales are very similar to the Likert scales. Again a five point scale was 
used throughout this survey. The main difference between the rating scales and the 
Likert scale is that instead of considering two opposing statements, respondents are 
given a list of five responses, each being represented by a number between 1 and 5. 
They are asked to circle the number that represents the response they feel is closest 
to their own view. Again, the rating scale offers the advantage of quantitative data 
analysis. It also offers advantages over similar techniques such as ranking factors in 
order of importance. If factors are rated they can subsequently be ranked, however, if 
factors are ranked only the importance relative to one another is known. In addition 
it has been suggested that the responses to ranking can be effected by the list order, 
yet it is suggested that rating scales do not suffer this limitation [Bailey, 1982].
4.4.6 Construction of the Questionnaire
As illustrated in appendix 4.14, the front page of the questionnaire contained the title, 
’European Food Retailing’, and a subtitle defining the objective, namely to evaluate the
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opinions of senior executives within the food retailing industry. In addition, the fact 
that the project was part of an academic study was signified by means of the 
university crest. A statement confirming that all responses would be treated with 
confidence was again noted. When constructing the format of the questionnaire an 
attempt was made to make it clear, concise and easy to complete in order to receive 
the maximum number of replies.
The postal questionnaire was divided into eight questions, each with a number of parts 
(see appendix 4.14). Question one consists of four parts all dealing with the issues 
of the SEM. The questions were constructed as five point Likert scales with opposing 
statements at either end of the scale. Respondents were asked to circle the number 
they felt best represented their view. The aim of all four parts of question 1 was to 
give an indication of respondents opinions towards the establishment of the SEM. 
Question 1.1 asked respondents to consider the extent to which the SEM was affecting 
their company ranging from the SEM having 'no real affect' rated as 1 on the scale, 
to the SEM having 'a major affect, determined as 5 on the scale. Question 1.2 asked 
them to consider their overall view of the SEM, essentially to what extent they saw 
it in a positive light. Question 1.3 dealt with the extent to which the respondents' 
companies had analysed the impact of the SEM, and the last part questioned the extent 
to which they had made any policy changes as a result of the SEM.
The first section of the questionnaire was used as a means of setting the agenda of the 
research. Also, it was anticipated respondents would not find the questions too difficult 
as it was a subject area most people had a view on, and, as such was a gentle 
introduction to the questionnaire. If questions that required much thought or detailed 
factual information were placed at the beginning of the questionnaire, it is likely it 
would make respondents less inclined to complete the questionnaire [Bailey, 1982].
With this in mind the questions in section one were placed first as they were more 
likely to deal with attitudes towards the SEM and general opinions, rather than
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perceptions of specific issues that later questions dealt with. It was also hoped that 
respondents would find the issues of the SEM and the impact it was likely to have to 
be an interesting topic and would therefore be more inclined to continue the 
questionnaire. It was anticipated that the responses to this question would be used in 
conjunction with other questions, for example regarding the favourability of expansion 
strategies, to evaluate the extent to which the perceived impact of the SEM was 
effecting the strategies of retailers.
After the initial section, an attempt was made to sequence the questions in a logical 
order. The questionnaire sought the views of retailers on potential expansion strategies 
and particularly the potential for internationalisation within the EU. As a result, the 
second part of the questionnaire dealt with the more general issue of the perceived 
opportunity of major expansion strategies of both a spatial and non-spatial nature. The 
third section focused in on the strategy of internationalisation, first on a global scale 
and subsequently within Europe. Questions then centred on methods of market entry 
and motives for joining an alliance. After evaluating which markets were perceived 
most favourably, the importance of particular external factors when choosing a new 
market were evaluated. Similarly, the impact of internal factors of the type of 
management structure and difficulties faced when internationalising in the food sector 
were reviewed. The last issue to be discussed was that of market segmentation. 
Initially, the importance of particular issues to the consumer market, secondly, the 
main divisions within the European consumer market, and thirdly, the extent to which 
the factors were becoming more or less influential.
The heading for question two was 'expansion strategies' and respondents were 
requested to consider the degree to which given strategies provided opportunity. They 
were requested to circle a number on the five point rating scale where 1 represented 
'no real opportunity', 2 was 'little opportunity', 3 was 'possible opportunity', 4 was 
'good opportunity' and 5 'extremely good opportunity'. The first category dealt with 
geographical expansion with sub categories of national and international expansion.
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The second part dealt with product line expansion which was subsequently broken 
down into food and non-food ranges. The third part considered diversification of 
format type and gave a list of five format types. The fourth section discussed 
diversifying into a new retail sector, and the last category, the opportunity provided 
by moving into a non-retail sector.
The aim of question two was to discover which strategies of expansion retailers felt 
offered most opportunity. Based on observational evidence of increasing rates of retail 
internationalisation, it was anticipated that international expansion would be seen as 
an opportune strategy. In addition however, some of the literature has suggested that 
retailers follow a dual strategy of expansion, as they expand internationally they also 
diversify in terms of sectors [Pelligrini, 1994; Treadgold, 1991]. It was hoped this 
question would shed some light on the issue based on empirical evidence of retailers 
opinions, in addition to observational evidence of their actions. Further, it is 
sometimes suggested that retailers will diversify within the channel of distribution, for 
example into manufacturing. It was proposed that this strategy was now seen as being 
less favourably.
The third part of the questionnaire dealt with the issue of internationalisation. 
Respondents were asked to consider the extent to which particular world regions 
provided opportunity for expansion. The same five point rating scale was used as in 
the previous question. The given regions were; Europe, North America, the Far East, 
Latin America and Australasia. In addition, a space was provided for respondents to 
note an alternative region. As Bailey [1982] notes, providing a blank space or a 
category marked 'othef is useful either when it is impossible to list all alternatives or 
where there are many possibilities. In this case, although all the geographical regions 
of the world could have been listed, some were not thought to be appropriate to the 
question. And also there is some overlap in the conceptualisation of world regions. For 
example, the terms North America and Latin America were used, and yet one 
respondent listed South America as a separate region. By giving respondents the
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opportunity to list a region of their own it overcame the problem of misinterpretation 
of the regions. However, only a handful of respondents stated a different response 
from those already listed.
Question 3.2 consisted of a Likert scale and respondents were requested to state their 
opinion regarding the extent to which the SEM had made Europe more favourable for 
expansion. In some respects this question was linked to those in part one, however, 
it was considered that by placing it in a different section a degree of internal 
validation of the questionnaire would be achieved. It also was taken from a slightly 
different perspective. For example, a respondent may not agree with the establishment 
of the SEM for political reasons, however, they may still feel that it creates a more 
favourable climate for growth within Europe.
Question 3.3 required respondents to evaluate a list of European countries according 
to their potential as new markets for expansion. Respondents were asked to record 
their response by circling a number between 1 and 5 where 1 represented 'extremely 
unfavourable', and 5 was 'extremely favourable'. The first list of countries were the 
twelve that were in the EU at the time the questionnaire was constructed. The five 
members of the European Economic Area (EEA) were subsequently listed, and lastly, 
four of the main markets within Eastern Europe. In addition, respondents were given 
a space to rate a market that had not been listed. The reason for including this 
question was to evaluate if Europe was becoming more favourable for expansion and 
which countries were particularly favourable.
Question 3.4 considered the time scale of international moves. Respondents were 
asked to consider when they would be most likely to undertake their next international 
move. The listed categories were jess than one yeaŸ, 'between one and three years', 
'between three and five years' and 'more than five years'. Respondents were asked to 
record their answer using a five point rating scale where 1 represented 'extremely 
unlikely' and 5 'extremely likely'.
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The following question, 3.5, dealt with the method of market entry. Respondents were 
asked to rate how likely it was they would use the methods of acquisition, organic 
growth, joint venture, share holding, franchise and alliances. The list of the six 
methods was derived from a review of the literature. It was anticipated that the list 
covered all the main strategies of market entry although it is noted that the list could 
have been broken down into more specific categories.
Furthering this question, the last part of question three dealt with the importance of 
motives for joining an alliance. As discussed in chapter three, membership of an 
alliance is sometimes but not always considered as a means of internationalisation. Not 
only do alliances offer retailers the chance to internationalise their buying function, 
but also, some alliances involve the international transfer of IT and management 
techniques. Alliances have been particularly influential in the food sector. By 
analysing the importance of potential motives for joining an alliance it was hoped to 
evaluate the extent to which retailers joined alliances for predominantly reactive or 
proactive reasons.
The fourth part of the questionnaire dealt with the importance of potential factors of 
consideration when choosing new markets. Respondents were again asked to record 
their response by circling a number between 1 and 5 on a rating scale where 1 
represented 'extremely important, 2 was 'important, 3 was 'moderately important, 4 
was 'unimportant and 5 represented 'extremely unimportant. All the factors were 
drawn from suggestions in the literature.
The first factor to be considered was geographic proximity to the home market. Next 
were the related factors of economy, market size, degree of competition and currency 
movements. The economic factors were sub-divided as it was taken as a prerequisite 
that retailers would not internationalise into a market they did not feel was 
economically viable. Factors relating to the consumer market were also included, 
namely demographic patterns, consumer tastes, and language. The importance of
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planning legislation was considered, as was the less tangible factors of the opinions 
of senior management and the unique offer of the company. It was hoped to evaluate 
the extent to which commercial factors were analysed in terms of importance in 
comparison to other influences such as the character of the market.
The fifth question asked respondents to consider the type of management structure of 
their company. They were asked to answer three Likert scale questions. The first 
referred to the degree of centralisation of the company, where 1 represented a 
'centralised structure' and 5 represented a 'decentralised structure'. Question 5.2 
discussed the degree of autonomy that operations in a foreign market would have. 1 
on the scale represented a position where the foreign operation was an 'independent 
business unit' and 5 represented that it was being run as a 'regional subsidiary'. 
Furthering this question, respondents were asked the extent to which staff from the 
domestic operation would be transferred to the new market. 1 on the scale represented 
'no staff transferred and 5 represented 'all key positions'. It was hoped that the 
answers to these questions could be used to evaluate if retailers with particular types 
of management structure were more positive towards the idea of internationalising.
The aim of question six was to analyse respondents perceptions of the idiosyncrasies 
of the food sector in terms of internationalising. Respondents were asked to what 
extent it was more difficult for retailers in the food sector to internationalise. A scale 
of 1 to 5 was used where 1 represented 'much more difficult', 2 was 'slightly more 
difficult', 3 was 'of the same difficulty', 4 was 'slightly less difficult' and 5 represented 
'much less difficult'. The factors of internationalisation that respondents were asked to 
consider were; establishing outlets in foreign markets, internationalising the buying 
function, if distributional requirements were more difficult for food retailers when they 
internationalised, and, if consumer taste was a more important consideration for food 
retailers than for those in non-food sectors. Respondents were also given the 
opportunity to state an additional factor of their own choice. The reason for including 
this question was to evaluate the extent to which retailers felt internationalisation was
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more difficult for food retailers, a reason often cited as the cause of food retailers 
traditionally being slow to internationalise relative to their non-food counterparts.
Question seven dealt with the issue of market segmentation. In part 7.1 a number of 
trends cited in the literature as being of importance in the 1990s were listed and 
respondents were asked to rate them in terms of their importance. The factors listed 
for consideration were; price, quality, convenience products, 'green' issues, healthy 
eating and food safety. Within the literature all have been suggested as being of major 
importance when deciding on product ranges and it was hoped to discover which were 
perceived as being of long term relevance and which were seen as being merely 
fashionable trends and of short term influence.
The second part of question seven evaluated the influence of factors dividing the 
European consumer market. Respondents were asked to rate the factors in terms of 
their significance to the food retail sector. Seven factors that could potentially divide 
the consumer market were suggested. These were the influence of national borders, 
regional boundaries, socii-economic class, lifestyle type, culture, demography and 
urban-rural dichotomy. Respondents were also given a space to suggest another factor 
not listed. They were asked to rate each of the factors on a scale where 1 represented 
the factor was 'extremely influential', 2, 'influential', 3 'moderately influential', 4 
'insignificant' and 5 'of no significance'. From this it was hoped to discover not only 
which factors were seen as being important in terms of shaping the European 
consumer market, but also more specifically, how important national borders within 
Europe were perceived as being.
Question 7.3 was similar to the previous question. However, instead of being asked 
how influential the seven factors were, respondents were now asked to consider to 
what extent each of the factors was becoming more or less important. They were 
asked to respond by rating each factor on a scale where 1 represented the factor was 
becoming 'much more important', 2 was 'more important' 3 was 'o f the same
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importance', 4 was 'less important' and 5 was 'much less important'. The last part of 
the question employed a Likert scale to evaluate to what extent respondents felt the 
European consumer market was becoming more or less similar.
The last part of the questionnaire, section eight, requested respondents to give some 
factual information about their company. It was decided not to employ interval scales 
but rather to ask respondents to state actual figures. This was due to the nature of the 
questions. Large intervals would have had to be used and so only a very approximate 
answer would have been derived. Interval scales are a useful means of deriving 
information when the topic is a sensitive one, for example, age or personal income 
[Bailey, 1982]. However, the questions in section eight were all focused on the 
respondents company, particularly its size and type of operations, and so this issue did 
not arise. The information gathered was intended to be used in terms of describing the 
sample and perhaps in terms of evaluation.
First, respondents were asked the approximate turnover of their company in the last 
financial year, this was considered a means of defining how large the companies were. 
Secondly, they were asked how many outlets they had of particular format types. A 
floor space size was given as a means of indicating the type of format as outlets are 
defined differently in different countries. Thirdly, they were asked the position they 
held in their company. Although this information was already known as the 
questionnaires were coded, it was used as a means of checking the information and 
as a safeguard in case the questionnaire had been passed on to a colleague in the 
company. The last part of the question asked them to give their name and address if 
they would like a copy of the findings and then a space was provided for additional 
thoughts, comments or ideas. Lastly, respondents were thanked for their co-operation.
4.4.7 Limitations
Oppenheim [1992] provides a comprehensive review of both the strengths and 
limitations of postal questionnaires. There are a number of limitations inherent in
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postal questionnaires that are in fact the other side of the coin to their strengths. An 
example is that it is often assumed that respondents will be more likely to state more 
extreme views, either overly optimistic or overly pessimistic, in comparison to if they 
were asked the same questions in a face to face interview situation. Primarily this is 
due to the fact that they do not have to justify the reasons for their response. Another 
impact of their anonymity is that they may be less inclined to respond to the 
questionnaire.
A major problem with postal questionnaires is that of clarity and understanding. As 
the researcher is not with the respondent it is essential that all instructions are 
apparent. It is also necessary for all questions to be absolutely clear in their meaning 
and what they are asking the respondent. Otherwise, if respondents interpret questions 
in different ways the results will not be comparative, in addition to the fact that they 
are not addressing the issue in the way the researcher intended. This is obviously a 
fundamental consideration when constructing a questionnaire. Actually achieving this 
aim, and knowing when you have, is not so easy.
An example of an unsuitable question construction is question 1.2 in the postal 
questionnaire (appendix 4.14). As noted previously, the aim of all four parts of 
question one is, by using Likert scales, to gain an impression of the extent to which 
respondents favoured the SEM. However, it appears that some respondents did not feel 
that the two statements at either end of the Likert scale in part 1.2 were diametrically 
opposed. The first statement was that the SEM has resulted in a feeling of 'must 
protect home market'. The alternative statement was that the SEM has resulted in 
'great opportunities'. However, a number of respondents noted on the questionnaire 
that they felt both statements were true. Indeed it seems the question failed to offer 
respondents the chance to record how they felt as it was actually asking them about 
two separate issues. The intention had been that the two statements symbolised 
opposite attitudes towards the SEM, one being positive and the other negative.
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The consolation is that it seems unlikely this fault in the questionnaire will have made 
a major impact upon the results. First, it was only one question out of a series. 
Secondly, only a handful of respondents commented on the confusing nature of the 
question construction. It is possible others may have felt confused but failed to state 
this, but, all 92 respondents did complete the question.
A fundamental disadvantage of mailed questionnaires is the inherent lack of flexibility 
[Bailey, 1982]. Obviously the interviewer is not present and as such questions cannot 
be varied to suit the particular respondent. Further, respondents can not be probed to 
disclose further information on a particular question. Linked to this is the fact that 
unlike a face to face interview, only verbal behaviour can be recorded. This may be 
an important consideration in some studies, for example those of a sociological nature, 
however, due to the nature of the study it was not deemed to be a significant problem.
When using a postal questionnaire the researcher has no control over which order the 
respondent replies in. Again, this was not thought to be of much consequence to this 
particular survey. The fact that postal questionnaires cannot use complex formats was 
recognised as a limitation. The issues under discussion were inherently complex. 
Every attempt was made to simplify the wording of the questions and the instructions 
in order to make the questions suitable for a postal format. It was decided that 
contingency questions would have become too complex for a mailed questionnaire and 
so all respondents were asked to answer all questions.
A limitation of postal questionnaires that was encountered by the survey was that 
respondents may not answer all questions. This was certainly the case and whilst many 
questions were answered by all respondents, others received a more limited response. 
There is very little that can be done when this occurs but the number of responses to 
each question was noted and those with a more limited number of responses were 
considered accordingly.
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Another potential limitation which is fully acknowledged is that the sample of 
respondents may be biased. It is possible that retailers who had already considered 
expansion within Europe, or who had already expanded, were more likely to respond. 
This may be due to the fact that they felt more knowledgeable about the issues under 
question or the fact that they were more interested in the subject. In addition, the fact 
that the questionnaire was written in English is likely to have produced a biasing 
effect on the respondents. Perhaps those respondents from the Continent who 
understood English were more European in their outlook? The possibility of a biased 
sample is fully appreciated, however, it was seen to be an inevitable consequence of 
the nature of the survey. It was necessary to consider the possibility of bias when the 
results were analysed. The limitation of a relatively low response rate has previously 
been discussed in section 4.4.4.
4.5 DELPHI STUDY
As previously stated, after analysing the results of the postal questionnaires it was 
decided that a number of issues needed clarity or further development. It was deemed 
necessary for research of a more qualitative nature to be undertaken. Essentially, the 
aim was to extract further information in an attempt to understand the results of the 
postal questionnaire. It was not that different information was required, but rather, the 
objective was to gain an insight into the meanings of the previous answers and to 
possibly elicit some reasons for these opinions.
A number of methods of gaining this type of information were reviewed. The most 
appropriate means of gaining an insight into the underlying trends and reasons for the 
nature of responses to the postal questionnaire was sought. For example, the results 
of the questionnaire suggested that retailers were particularly focusing on the countries 
of Spain, Italy and Portugal as potential new markets for expansion (see chapter five). 
A number of possible reasons for such a strategy were suggested within the literature.
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It was hoped to discover to what degree the empirical findings supported these 
assertions.
In addition, an indication of potential long term trends was sought. The postal 
questionnaire had dealt with particular strategies and influences on the process of retail 
internationalisation. It was hoped that gaining an impression of respondents over all 
views of the long term development of the European food retailing environment would 
be useful in terms of interpreting the previous results as well as having its own 
inherent interest.
4.5.1 Choice of Methodology
The choice of methodology was restricted by both time and financial constraints. 
Obviously not all methodological approaches were possible due to these limitations 
and also pragmatic factors, for example, achieving a satisfactory response rate. One 
option was to conduct face to face interviews with respondents. However, financial 
limitations constricted this choice. Additionally, evidence from the previous interviews 
showed just how difficult it was to achieve interview appointments, and so it was 
likely that the response rate would be very low. Telephone interviews were initially 
considered as an alternative. It was decided, however, that based on the evidence of 
the initial interviews, it would be difficult to achieve a reasonable response rate, 
financial costs could be high, and the language barrier would be a problem. It was felt 
that even if this latter issue was overcome by using an interpreter to conduct the 
telephone interviews, the complex and subjective nature of the agenda did not lend 
itself to this method.
Another option was simply to write to the respondents asking them open-ended 
questions. However, it was felt that this type of technique had distinct disadvantages. 
Not only was it likely that the respondents would not reply as it seemed to require too 
much time and effort on their behalf, but there was also the problem of language. 
Although translations could have been made, the content of such subjective responses
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could have been mis-represented. Another problem would have been that responses 
were not directly comparable as some respondents may have paid more attention to 
particular issues. However, the primary reason for not choosing this option was that 
it was anticipated that it would only achieve a very low response rate.
After consideration it was decided to carry out a Delphi style study. This was because 
it seemed an appropriate method and offered a number of specific advantages. A 
Delphi study consists of a series of questionnaires usually distributed by mail. This 
seemed appropriate in the fact that it was achievable in terms of financial and 
temporal constraints. Also, the language barrier was less of a problem in the light of 
the fact that a significant proportion of European retailers had responded to the 
original postal questionnaire even though it was in English.
The actual definition of a Delphi study is open to discussion. A fundamental 
characteristic is that it is a survey consisting of a number of rounds of questions 
interspersed by controlled feed back to respondents. Initially, respondents are asked 
their opinions on a number of issues. The results are then analysed and some of the 
findings, for example the average answer, are then given to the respondents and they 
are requested to re-state their answer taking into consideration their own previous 
answer and the edited feedback. Delphi is often associated with forecasting although 
its scope goes beyond this.
It was decided to draw on the fundamental nature of the Delphi study, although it 
should be noted that this general style of survey was adapted to suit the requirements 
of the study. In this respect it is really a Delphi style study, although to reduce 
repetition it is referred to as a Delphi study within the thesis. Fundamentally, the 
Delphi method is very flexible in nature. Examples of studies vary considerably. The 
main link is the notion of giving respondents feed back and asking them to re-consider 
their answers, but beyond this the Delphi lends itself to being adapted as necessary to 
the particular study.
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As previously mentioned, one of the fundamental reasons for carrying out a further 
survey was to try and gain an insight into the underlying reasons for the findings from 
the postal questionnaire. In addition to asking respondent the reasons for their 
responses to specific questions within the questionnaire, it was hoped that evaluating 
their perceptions of likely future trends in the European retail environment would help 
to give an understanding of their overall views. In this respect Delphi again seemed 
a suitable methodology to employ.
In terms of forecasting techniques, Delphi offers a number of advantages over 
alternative methodologies. In a review of alternative forecasting techniques Moeller 
and Shafer [1987] note that a common way of projecting trends is to extrapolate those 
of the past. However, there are limitations. Fundamentally, the technique is based on 
the assumption that causal relationships that produced past trends will continue as 
before. It does not allow for any changes in circumstances that may occur. Secondly, 
Moeller and Shafer [1987] examine the concept of scenarios. A scenario consists of 
a number of events that inter-relate and form a picture of the future. The aim is to 
provide an understanding of potential consequences of such a scenario, and hence is 
used as a tool to explore alternative policies.
Analytical models are based on statistical relationships between factors that are 
thought to influence a certain trend. In some respects they are just a more complex 
type of projection technique as they still rely on the basic assumption that there are 
causal relationships between factors. The method of expert opinion relies on the 
opinion of respondents who have a particular speciality or knowledge of an issue or 
trend. In some cases a number of individuals are asked to give their opinion so a 
number of possibilities are concluded. In other cases a 'think tank' approach is taken, 
experts discuss the issues and agree on the most likely forecast for the future.
In all of the forecasting methods listed above there is a common element, namely that 
judgement is required. Moeller and Shafer [1987] suggest that the quality of
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judgement is based on a combination of knowledge, opinion or speculation. They 
propose that if knowledge is unavailable, then the opinion of experts is the next best 
thing. In terms of forecasting future trends it would seem that the method of 
synthesising expert opinion offered by Delphi combines a number of distinct 
advantages not offered by alternative methods.
The Delphi technique is a development of a method used in 'Project DELPHI', a study 
of expert opinion first conducted in the 1950s and subsequently developed by the 
RAND Corporation. It was used as a means of looking at possible future developments 
in the defence industry. The Delphi was originally developed as a means of gaining 
experts views on technological developments. Since then it has often been employed 
as a forecasting tool in a variety of subject areas [Linstone and Murray, 1975]. There 
are examples of Delphi studies being carried out as part of research into retailing, for 
example OXIRM [1989]. In such circumstances, the Delphi was used as a way of 
gaining an insight into the consensus opinion of experts working within the retail 
industry rather than a means of deriving objective facts. It was with this aim in mind 
that it was decided to employ a Delphi survey to further the study.
4.5.2 Objectives of Delphi
As noted above, the Delphi is a method of gaining the opinions of experts on 
particular issues and is often, although not always, used as a forecasting tool. Dalkey 
and Helmer [1963], who have been seminal in the development of Delphi, have stated 
that the aim of a Delphi study;
'is to obtain the most reliable consensus o f opinion o f a group o f experts. It attempts 
to achieve this by a series o f intensive questionnaires interspersed with controlled 
feedback', p. 458.
The reason for giving an edited feed back to the respondents and asking them to re­
evaluate their answers in the light of this information, is an attempt to achieve the
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advantages of a conference debate without the associated disadvantages, such as the 
effect of small group bias. Helmer [1968] summarises this advantage of the technique;
'The Delphi method is an important attempt to gain validity by obtaining the 
consensus o f  a number o f  experts who are successively reacting to and refining the 
reasons fo r  their opinions in a climate that eliminates the influence o f personalities', 
p.348.
Another strength of the Delphi is that all respondents receive further information in 
subsequent rounds. This is either in the form of data that is highly relevant to the 
issue under discussion and requested by a respondent, or, the average response from 
the group as a whole and a measure of the range of answers. The benefit is that the 
feed back introduces information that possibly respondent were previously unaware 
of, or, it may force them to consider the issue from a perspective they had not 
previously considered. Dalkey and Helmer [1963] suggest that the Delphi is;
'designed to bring out the respondent's reasoning that went into his reply to the 
primary question, the factors he considers relevant to the problem, his own estimate 
o f these factors, and information as to the kind o f data that he feels would enable him 
to arrive at a better appraisal o f these factors and, thereby, at a more confident 
answer to the primary question. The information fed  to the experts between 
questioning is generally o f two kinds; it consists either o f available data previously 
requested by some one o f the experts ... or offactors and considerations suggested as 
potentially relevant by one or another respondent', p. 458.
Moeller and Shafer [1987] define Delphi as being predominately a forecasting tool and 
describe it as; 'a method used to systematically combine expert opinion to arrive at an 
informed group consensus about the likely occurrence o f future events', p. 419. The 
Delphi is a technique used to combine the knowledge of experts and subsequently 
their opinions in an attempt to gain a consensus view. As Helmer and Rescher [1960]
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note, the insight of individuals who are experts in the field can be a better guide in 
terms of future predictions than using well established theories. Moeller and Shafer 
[1987] go on to suggest that the Delphi is not a tool to provide a sharp picture of 
future events, but rather, provides a general perspective.
Turoff [1975] has highlighted the way in which Delphi can be used as a tool for 
policy rather than as a means of forecasting. In addition to arriving at a consensus of 
opinion it can be used to review the strongest opposing views on potential resolutions 
of a policy issue. Turoff suggests that a large number of respondents is not necessary 
as long as they are all familiar with the issues.
A common factor within the various reviews of the Delphi is that the aim is not to 
prove facts, but rather to identify the consensus opinion of a number of experts on a 
given issue. As Mitchell and McGoldrick [1994] state, the Delphi can be used 'in 
order to provide insights into potential developments within (this) industry', p. 70. 
Naturally this produces information of a very subjective nature. However, when 
dealing with issues of perception subjective information is an inherent characteristic 
and it must be remembered that the aim is to derive a consensus opinion from a group 
of experts on a certain issue or question, not to discover an objective fact. In this 
respect it is worth noting that however strong a consensus opinion, it does not 
necessarily mean it is correct and will occur. There have been many views that have 
been the consensus opinion that have later been proved completely incorrect.
However, as a means of gaining a subjective insight into particular issues it proves a 
useful tool [Benarie, 1988]. Helmer [1968] has noted that rather than producing a 
consensus opinion, in some circumstances opinions converge around two polarised 
values, indicating that two schools of thought exist on the issue [Helmer, 1968]. 
Although this may not have been the desired outcome, it by no means invalidates the 
methodology.
223
Chapter 4: Methodology
4.5.3 Advantages of Delphi
The Delphi method was selected for the third stage of the empirical research as it 
provided a number of distinct advantages over alternative techniques, both in terms 
of the nature of the results and also pragmatic issues relating to its administration. 
Fundamentally, the flexibility allows it to be adapted to suit a variety of research 
objectives. There is one common element, namely that the questionnaires are 
distributed in a number of rounds interspersed by edited feed back and respondent are 
given the opportunity to re-state their answer after consideration of this. However, 
beyond this, the style of the study may be adapted to suit the particular circumstances 
and nature of the agenda.
Delphi has been suggested as having benefits not found in other group judgement 
techniques, for example conference debates [Riggs, 1983] and social judgement 
analysis techniques [Rohrbaugh,1979]. The anonymity of respondents reduces the 
effect of small group bias or the band wagon effect [Linstone and Turoff, 1975]. As 
Helmer stated [1968] the Delphi's; 'unique feature and potential merit lie in requiring 
the experts to consider the objections and concepts o f other group members, in an 
environment free from bias caused by personalities', p. 116. Delphi reduces the 
likelihood of confrontation which may distort the views of respondents. As Dalkey and 
Helmer [1963] suggest;
'The method employed in the experiment appears to be more conducive to independent 
thought on the part o f the experts and to aid them in the gradual formation o f  a 
considered opinion. Direct confrontation, on the other hand, all too often induces the 
hasty formulation ofpreconceived notions, an inclination to close one's mind to novel 
ideas, a tendency to defend a stand once taken or, alternatively, a predisposition to 
be swayed by persuasively stated opinions o f others', p. 459.
In addition, from a purely pragmatic view point, the method does not require 
respondents to meet as in a round table type debate. Depending on the nature of the
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study and the type of 'experts' targeted, this may be of crucial importance in the fact 
that it is the only 'do-able' method. Certainly, a round-table style discussion was not 
an option in this study due to the nature of the respondents. It is obvious that they 
would not be willing to meet and discuss strategic issues with one another even if 
financial and logistical limitations allowed! The Delphi offers the benefit of anonymity 
to respondents who other wise would not wish to discuss their views with possible 
rivals within the industry [Mitchell and McGoldrick, 1994].
The Delphi offers obvious advantages in terms of financial and time constraints. 
Unlike an interview survey, it does not require the researcher to visit the respondents 
as the very nature of the technique dictated it can be conducted as a postal 
questionnaire. This makes the method particularly suitable if respondents are spread 
over a wide geographical area. The use of a postal questionnaire style survey 
minimises costs for a cross-national study such as this [Linstone and Turoff, 1975]. 
Further, the very nature of the Delphi means that only a small number of respondents 
are required in comparison to other styles of postal questionnaires as the information 
is of a more qualitative nature. Similarly, it can be employed when the number of 
respondents makes face to face interviews impossible or when there are financial 
and/or time constraints that restrict personal interviews.
4.5.4 Disadvantages of Delphi
In spite of the many advantages of the Delphi technique, it does have a number of 
disadvantages and has received a degree of criticism [Weaver, 1972]. Of fundamental 
and pragmatic importance is the difficulty of getting 'experts' to agree to participate. 
This is a problem associated with many other comparable techniques but even when 
respondents do agree, the Delphi study is likely to suffer relatively high rates of 
attrition as respondents are asked to reply to a number of rounds of questions [Moeller 
and Shafer, 1987].
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In addition, Moeller and Shafer [1987] note that the researcher can have a biasing 
effect on the study, for example, by the way in which the statements are edited for 
feedback. As Stander and Rickards [1975] suggest, it is more likely that the researcher 
may misinterpret the responses if they are not familiar with the issues under question. 
Salancik et al. [1971] note that questions may be misinterpreted by respondents if the 
researcher does not pay close attention to statement construction, but again this 
problem is encountered in other questionnaire techniques. Dalkey [1968] also suggests 
a limitation of the Delphi is that it usually treats events as independent of each other. 
Although this criticism is noted, it may become excessively complex if a number of 
events were to be inter-related to one another within the questionnaire.
One disadvantage that is inherent in the very nature of the Delphi technique is that it 
gives anonymity to respondents and as such shares responsibility. As a result it is 
likely that responses will be far more adventurous and optimistic than if respondents 
were questioned separately or in a face to face interview. Another potential 
disadvantage of the Delphi is that experts may bias their response to reflect their own 
interests or their companies strategies, thus justifying the actions they are already 
taking. For example, a retailer who has already internationalised within Europe may 
be more likely to see the policy as being a successful strategy for the future. To some 
extent the possibility of self justification is inherent in any style of questionnaire. 
Jones [1975] has however evidenced research indicating that experts used in a Delphi 
method do aim to give an objective opinion and not just feed personal interests.
Day [1975] notes that often the final analysis of Delphi responses is very statistical 
in nature. He suggests that the results of Delphi are more appropriately analysed in a 
qualitative way as the responses are subjective opinions and not objective facts. Delphi 
is more appropriately analysed by interpretation than statistical tests. This was taken 
into account in this survey and more emphasis was placed on the general opinion and 
the comments respondents had made rather than rigorously testing the results 
statistically.
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4.5.5 Sample
The aim of the delphi was to target experts in the European food retailing industry. 
As all of the previous respondents had been directors of retail companies it was 
considered that all were knowledgeable of the issues of the food retailing environment 
and all in a position of authority. Hence, all were deemed to be 'experts' in terms of 
the study. After the low response rate of the original questionnaire it was anticipated 
that an even lower response rate would be achieved in the Delphi. This was because 
it was thought unlikely for a person to respond to the Delphi survey involving another 
two rounds of questions if they had not responded to the two previous requests.
However, the Delphi is not based on quantitative data and so a smaller number of 
respondents was all that was required. With this in mind it was decided that instead 
of re-targeting all the respondents, a sub-group would be selected. In an effort to target 
those most likely to respond, only those who had answered both the postal 
questionnaire and made a request for a copy of the findings of the survey were 
targeted in the Delphi study. It was assumed the reason they had requested a copy of 
the findings was that they were interested in the survey and would thus be more likely 
to help in a further round of the study.
An important consideration when initially setting up a Delphi study is the likelihood 
of high rates of panel attrition. Therefore it is necessary to start off with a larger 
sample group than is required for the last round of questions. This is a limitation in 
one respect, however, the inherently subjective nature of the method means that large 
numbers of respondents are not always appropriate. Although some Delphi studies 
have comprised large numbers of respondents others have involved just a handful as 
it is the quality of the responses that is all important [Moeller and Shafer, 1987]. It is 
more worthwhile to have a small number of expert respondents rather than a large 
number of people who know less about the issue under investigation. Johnson [1976] 
suggests that the panel may be as large as time and financial limitations allow, but that 
eight respondents is really the lower limit.
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Mitchell and McGoldrick [1994] suggest that one reason for the commonly high rates 
of panel attrition may be that respondents feel under-utilised, but more importantly, 
that due to the anonymity of the method, respondents may lack commitment. They 
suggest that asking for respondents personal comments that are subsequently given 
back to the panel as edited feed back may reduce these problems. These issues were 
taken into consideration when the sample of respondents was being defined. Obviously 
the panel did not contain all the 'experts' in the field, and so as Mitchell and 
McGoldrick [1994] note, the results should therefore be regarded as indicative rather 
than definitive.
4.5.6 Piloting Delphi
Although it is very useful to submit the questionnaire to a pilot study, sometimes it 
is best not to use subjects from the group of experts as this will reduce the number in 
the actual study. Where expert respondents are limited in number, the questionnaires 
might be best piloted on a separate control group of respondents who are familiar with 
the issues but not experts in their field [Gewald, 1973]. Because of this problem 
Delphi surveys are often not piloted, and where they are, it is often on a very limited 
number of respondents or a sample of people not defined as the targets [Sackman, 
1975; Martino, 1970].
As with both the semi-structured interviews and the postal questionnaire, the Delphi 
survey was not piloted on actual respondents as this would reduce the already limited 
number of targets for the actual survey. Instead, both Delphi questionnaires were 
piloted on staff and students in the Department of Management Studies, University of 
Surrey. Although they were obviously not 'experts' as previously defined, the purpose 
of piloting was to ensure the structure of the questionnaires and wording of the 
questions were clear. A few minor adjustments were made on the basis of the piloting.
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4.5.7 Response Rate
Based on the parameters set out above, of the 92 respondents who had replied to the 
postal questionnaire, 43 had requested a copy of the findings and so became the 
sample for the Delphi study. Due to the way in which the sample was devised there 
was not an equal number of targets from each of the countries. Twelve respondents 
were targeted in France, one in Germany, eleven in Italy, four in the Netherlands, four 
in Spain, and twelve in the UK. However, as the objective was to gain an insight into 
the opinions of experts working in the European food retail environment and was not 
a cross-national study, this was not seen as being of fundamental importance.
From the 43 targets in the sample a reply was received within the necessary time 
frame from 15 respondents representing a response rate of 35%. It was hoped that the 
response rate might have been higher but it was likely the fact that there were two 
rounds of questions reduced the rate of response. Although this was a small sample 
the Delphi method does not dictate that a large number of respondents are needed. 
Three responses were received from French retailers, three from Italian retailers, two 
from Spanish respondents, and seven from respondents in the UK. Again the fact that 
the distribution of respondents in terms of country of origin was not equal was not 
considered to be of crucial importance to the survey as all respondents fulfilled the 
main criteria, namely that they were all 'experts' in the European retailing industry.
The second Delphi questionnaire was only sent to the 15 respondents who had 
completed the first Delphi questionnaire. There was a concern that a high attrition rate 
might result in the number of responses to Delphi questionnaire 2 being very low. 
However, only one respondent dropped out of the survey after the first Delphi and so 
14 respondents completed all three rounds of questionnaires; the postal questionnaire, 
Delphi 1, and Delphi 2.
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4.5.8 Delphi Construction and Administration
Essentially, a Delphi study is a series of questionnaires that are given to respondents 
deemed to be experts in their field. Respondents have no contact with each other 
unlike a committee style interview. Initially respondents are required to answer the 
questions purely from their own perspective. It is only in the second and subsequent 
rounds that they are given an indication of the perceptions of other respondents. 
Respondents are requested to answer the questions on the questionnaire which are 
often of a quantitative nature, for example rating the likelihood of an event occurring 
or suggesting the year in which it might occur. The answers to these questions are 
then analysed and a second questionnaire is devised.
The second round of questioning incorporates the same questions as the first round 
and again asks the respondents to reply in the same manner. In addition, the 
questionnaire in the second round supplies the mean answer of the group and 
sometimes a measure of dispersion of the range of answers such as the standard 
deviation or inter-quartile (IQ) range, as well as reminding them of their own previous 
answer. Respondents are requested to consider the group answer and their own 
previous answer and have the opportunity to re-state their answer. If their response for 
round two lies outside a stated range they are asked to indicate why they have given 
a particular response. This pattern is then repeated in a third round of questions and 
sometimes further rounds. It is anticipated that this method will converge the opinion 
of respondents towards a group consensus.
The starting point for a Delphi style study is defining the issues under scrutiny and 
constructing a questionnaire. In this respect the Delphi was constructed on the basis 
of information gained from the literature, but its raison d'ètré was based on the 
responses given in the postal questionnaire and the ambiguity of some of the findings. 
Obviously, the same rules that are relevant to the construction of general 
questionnaires also apply in this context, for example, ensuring the wording of 
questions is clear, simple and concise.
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The Delphi method can be conducted with a number of rounds, the aim being that the 
degree of group consensus increases with each round. As Mitchell and McGoldrick 
[1994] state, little agreement exists on the definition of a consensus, and as North and 
Pyke [1968] have noted, if the number of rounds becomes excessive it can be 
presumed that respondents will simply agree as a way of ending the process. 
However, Dodge and Clark [1977], Ford [1975], Gewald [1973] and Gordon and 
Helmer [1964] have all suggested that three rounds is the optimum number. Any 
subsequent rounds produce very little further consensus of opinion and cause further 
work for both respondents and researcher with very little, if any, benefit. The time and 
effort needed from respondents is likely to act as a deterrent, and so attrition rates are 
likely to be higher if more than three rounds are conducted.
Dalkey and Helmer (1963), who have been seminal in the development of the Delphi, 
suggest that the first round should include only a limited number of questions. They 
suggest the optimum number is between five and nine. The reason for using a 
relatively small number of questions is that the amount of data will be multiplied in 
subsequent rounds. If respondents are required to spend too much time answering the 
questionnaire in subsequent rounds it is likely the attrition rate will be high.
Moeller and Shafer [1987] stress that it is crucial that questions must be clear and 
concise. In this respect the Delphi is no different to other styles of questionnaire, but 
if questions are ambiguous it is possible that misunderstandings may be magnified in 
subsequent rounds. To reduce the risk of misunderstanding, statements should avoid 
being either too long or too short. Salancik et al. [1971] suggest that 20 to 25 words 
is the optimum sentence length as this should allow the question to be clearly and 
comprehensively stated without going into too much detail. They do accept that more 
complex issues may require more words however. They also suggest that if experts are 
familiar with the issue in question, sentences can be shorter than if the subjects are not 
particularly familiar with the research agenda.
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Benarie [1988] states that questions should not imply a fact or cause-effect relationship 
that can not be substantiated by the literature. In this he emphasises that Delphi 
questionnaires are not suited to analysing respondents attitudes, but rather, their 
opinion or perception of a certain issue. Linstone and Murray [1975] suggest that 
question formats may include direct forecasting questions, such as when respondents 
feel a certain phenomenon will occur, and also, questions might be based on scales of 
the degree of desirability of a certain occurrence, the feasibility of a phenomenon, the 
level of importance, and, the validity or confidence they have in their own answer. 
These suggested scales were adapted to suit the nature of this particular study. Dalkey 
and Helmer [1963] also suggest that first round questions should be general as 
subsequent rounds questions will become more specifically focused according to the 
responses.
Delphi Questionnaire 1
With this advice in mind, the first Delphi questionnaire was constructed. It was 
however the second round of the Delphi survey in theory as the answers from the 
original postal questionnaire were used as the first round responses. Delphi 
questionnaire 1 consists of seven main questions (see appendix 4.15), each with a 
number of parts. The first question dealt with the issue of types of expansion 
strategies. Respondents were again asked to rate on a scale of one to five the degree 
of opportunity of particular strategies; national expansion, international expansion, the 
expansion of food product lines and the expansion of non-food product lines. As with 
other types of questionnaires, it is usually preferable to use rating scales rather than 
asking respondents to rank or compare statements [Linstone and Turoff, 1975].
It may have been advantageous to use a larger scale, for example, Mitchell and 
McGoldrick [1994] employ a nine point scale which allows respondents answers to 
be more dispersed and so any subsequent convergence of opinion is more striking. 
However, as the first Delphi questionnaire was based upon the responses from the 
postal questionnaire it was seen as important to keep the questions exactly the same
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and not change the scales. The standard deviation of responses was not given as the 
scale did not allow a great amount of variance and so it was not seen as being of 
much importance and may have just confused the question. Respondents were given 
the average answer to each of the four questions from the original postal questionnaire 
and also their own previous answers. In addition, a space was provided for comments 
and they were asked to briefly state the reasons for their new answer.
The second question (see appendix 4.15) dealt with the favourability of particular 
European markets for expansion. Analysis of the responses to the original 
questionnaire in conjunction with secondary source data regarding the level of 
structural development and geographical location of each country suggested that the 
given European markets were perceived as being in five main categories; the southern 
European nations of Italy, Spain and Portugal; the eastern European nations of the 
Czech Republic, Hungary, Poland and Russia; those markets in northern Europe, 
namely the UK, France and Germany; mid European countries of the Netherlands, 
Belgium/Luxembourg, Switzerland and Denmark; and the peripheral markets of 
Sweden, Norway, Finland and Ireland.
Rather than deal with the markets separately as before, respondents were asked to rate 
each of the five groups of markets in terms of their favourability as potential markets. 
The scale was again a five point rating scale ranging from ^extremely unfavourable' 
rated as a one, to 'extremely favourable' rated as a five. Again respondents were given 
the average answer from the group as a whole and their own previous answer from 
the postal questionnaire. They were also asked to state any advantages or 
disadvantages of each group of countries in terms of operating in the food retail 
environment. It was hoped that these additional comments would either support 
evidence from the literature or illuminate some slightly confusing answers.
A concept that is quite common in Delphi surveys, but by no means found in all, is 
that respondents are not only requested to answer a question but also asked to indicate
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their own level of 'expertness' or the level of confidence they have in their own answer 
[OXIRM, 1989]. This concept was employed in the construction of questions three to 
seven (see appendix 4.15). Brown and Helmer [1964] and Dalkey [1969] have found 
that in laboratory studies the self-rating of expertness is a good means of analysing 
respondents. Best [1974] has gone further in that the self ratings of degree of expertise 
were then used as a means of weighting the responses.
Questions three to seven deal with trends in the European food retailing industry and 
are used as a means of forecasting. Unlike the first two questions they were not asked 
in the original postal questionnaire. They were devised with the aim of helping to 
understand the questionnaire results, for example, in terms of the favourability of 
particular expansion strategies and were based on suggestions from the literature. For 
example, (see appendix 4.15) question three focuses on the trend of retailers expanding 
sectorally as well as geographically, as suggested by Treadgold [1991].
Question four, suggesting that product strength will be as important a strategy as 
increasing geographic coverage, is drawn from the suggestions of Gogel and Larréché 
[1989]. Questions five and six suggest that food retailers will increasingly enter 
markets that are geographically and culturally distant, a reference to issues looked at 
by Burt [1993]. Question seven, which proposes that food retailers will increasingly 
target specific regional niche markets was included as a means of further investigating 
some issues that arose from the postal questionnaire regarding the nature of the 
European consumer market and the changing nature of the divisions within it.
In each of the five forecasting questions, respondents were asked to give three 
responses. First, to rate the probability of the trend occurring on a scale where 1 
indicates a 'very low probability' and 5 indicates a 'very high probability'. Secondly, 
to state the confidence they had in their answer on a scale where 1 indicates 'very low 
confidence' and 3 indicates 'very high confidence'. Thirdly, they were asked to provide 
brief comments on the reason for their answer and any further thoughts.
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For each question respondents are requested to answer the question for the short term, 
medium term, and long term. The short term was defined as being up to the end of 
1996, the medium term as up to the end of the year 2000, and the long term as before 
the year 2010. Martino [1970] has suggested that forecasts in the short term are often 
overly optimistic and in comparison long term forecasts, for example beyond the next 
decade horizon, are often overly pessimistic. This was taken into consideration when 
the findings were analysed.
The idea for constructing the questions in this way, namely requesting respondents to 
think about the probability of a trend occurring in the short, medium and long term, 
and also asking them to comment on their confidence in their responses was taken 
directly from a survey carried out by OXIRM [1989] which focused upon trends in 
food and DIY retailing. This format seemed appropriate to the study, had successfully 
been applied in a retail survey, and, offered the advantage of producing a lot of 
information from a restricted number of questions. The lay out was simple and clear 
and did not require too much from the respondents in terms of time and effort.
The Delphi questionnaire was administered by post. In addition to the questionnaire, 
respondents received a cover letter explaining the nature of the study and requesting 
their help.
Delphi 1: The Cover Letter
A cover letter was sent with Delphi questionnaire 1. It explained the nature of the 
study and asked for the respondents' help (see appendix 4.16). As with the covering 
letters for the interviews and postal questionnaire an attempt was made to ensure the 
highest possible response rate.
When constructing the cover letter the objectives of keeping the wording clear, simple 
and concise was kept in mind [Firth, 1977]. From the literature it was suggested that 
for Delphi studies in particular it was important to indicate why the respondents had
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been chosen [Linstone and Murray, 1975], namely that responses were sought from 
a small group of experts in the European food retailing industry. In addition, Linstone 
and Murray also suggest it is important to tell the targets what the fundamental aim 
of the Delphi study is, namely to find the consensus opinion of the group of experts. 
It was hoped that including these points in the covering letter would result in the best 
possible response rate.
Delphi Questionnaire 2
Delphi questionnaire 2 is supplied in appendix 4.17. When the responses from the 
previous round are being edited and categorised in order to give feedback on the 
general view, Moeller and Shafer [1987] emphasise the importance of not introducing 
bias. It is crucial not to edit the responses in such a way that respondents are basing 
their views on a bias representation of the groups responses from the previous round. 
Based on methodological research, Waldron [1970] suggests that the quality of 
responses may depend to some extent on the length of time between the questionnaire 
and subsequent feed back. A time scale of two to three weeks between rounds was 
suggested. However, due to the cross-national nature of the study and to allow time 
for replies a month was given between the first and second Delphi studies. A longer 
period of time occurred between the original postal questionnaire and the first Delphi, 
however this was an inherent factor as the development of the Delphi was in direct 
response to the findings of the postal questionnaire and the need for further 
development of the survey.
The questionnaire in round two gives the respondents a chance to restate their answers 
to the questions after consideration of their previous response and the average answer 
given by the group. The usual format of the Delphi technique is to ask the respondent 
to state the reason for their particular view if their new answer lies outside the inter­
quartile (IQ) range of answers. Using the IQ range is useful for questions where 
responses can differ greatly, for example when the Delphi is used as a forecasting tool. 
A question might ask for respondents to suggest they year by which a specific
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technical development might be achieved. In such a case responses might differ by 
decades or even centuries and so the IQ range provides a range within which there is 
a fair degree of consensus.
However, in other cases such as the type of questions used in this survey, respondents 
are asked their views on particular issues by marking their response on a rating scale 
with perhaps five or seven possibilities. In such a case the differences between 
responses are relatively small and so instead of using the IQ range, respondents are 
usually asked to state their reasons for their answer or give general comments on the 
question. This was the approach taken when constructing Delphi questionnaire 2. 
Dalkey and Helmer [1963] suggest that space for such comments should be limited 
as otherwise lengthy and irrelevant responses may be made.
Due to the nature of the questions, namely that respondents were asked to answer by 
rating a five point scale, the inclusion of a measure of dispersion of results seemed of 
little use. Instead, respondents were given the mean answer for the group as a whole 
and their own previous answer in round two, Delphi questionnaire one. In addition 
they were given a complied list of the comments made in the previous round (see 
appendix 4.17). In question one, which dealt with the opportunity provided by 
expansion strategies, derived from Delphi questionnaire 1 a list of the stated 
advantages and disadvantages was supplied for each strategy. Respondents were 
requested to take the average answer, their own previous response, and the list of 
frequently cited comments into account before re-stating their response.
Similarly, question two, dealing with the favourability of groups of countries within 
Europe as potential markets for expansion, gave respondents the mean answer, the 
previous individual score and a list of the most commonly cited advantages and 
disadvantages of each region as supplied by respondents in the previous round. When 
editing the comments and putting them into a list for feedback, an effort was made not 
to impose the researchers own views and so bias the comments.
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Questions three to seven, which all deal with potential trends in the European food 
retail industry, again required the respondents to re-state their answer after first 
considering the average answer given by the group in Delphi questionnaire one, their 
own previous response, and factors of influence as cited by respondents in the 
previous round. Again, care was taken not to bias the comments when editing them 
for feedback in Delphi questionnaire two.
It is noted from the literature that it is extremely unlikely that the final round will 
produce a complete consensus of opinion. It is usual for either the median response, 
or the average response of the group, to be taken as the groups consensus of opinion 
[Dalkey and Helmer, 1963]. A measure of the level of dispersion, for example the 
standard deviation, can be used as a means of deciding how much emphasis to place 
on the consensus opinion. When analysing the results of this survey the mean score 
was taken as the consensus view and the standard deviation was used as a measure of 
dispersion. Beyond this emphasis was placed on analysing the findings from a 
qualitative perspective.
Delphi 2: The Cover Letter
The covering letter for Delphi questionnaire 2 is supplied in appendix 4.18. 
Essentially, it thanks the respondent for completing the previous round of questions 
and re-iterates the fact that respondents are now given another questionnaire containing 
the same questions as before. They are also given the overall results from the previous 
round and the comments that respondents made and are invited to consider this 
information in the light of their previous answer and re-answer the questions. The 
importance of their responses to the research as a whole is then stressed in the hope 
that they would complete the second Delphi questionnaire.
4.5.9 Limitations
The limitations of the Delphi method have been addressed in section 4.5.4 that 
discuses the disadvantages associated with the technique. The limitations vary from
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those that are inherent in the very nature if the technique, such as the high rates of 
attrition due to the multiple rounds of questions, to others that are also associated with 
similar survey techniques, for example mis-interpretation of responses.
In terms of the survey specifically as opposed to the Delphi techniques in general, a 
limitation arose from the fact that the limited number of responses and distribution of 
responses resulted in the fact the data was not suitably analysed on a cross-national 
basis. Unlike the postal questionnaire which was analysed in terms of the general 
European response and also the differences in responses from targets based on their 
country of origin, the results of the Delphi were only suitable to be analysed as a 
group as a whole. This by no means invalidated the survey but it did restrict the type 
of analysis that could be carried out.
On the whole, although the results of the Delphi can not be used to infer the 
perception of all European food retailers, it did meet its aims. It provided a further 
insight into some of the issues initially addressed in the postal questionnaire and 
illuminated the reasoning behind some of the responses. In this it supported some 
suggestions from the literature whilst contradicting others. In addition, the forecasting 
questions elicited new information regarding the perceived long terms trends of the 
European food retail industry again. It was of particular interest as the questions were 
directly based on assertions in the literature, and whilst some of the propositions were 
certainly supported by the empirical findings, others were not.
4.6 DATA ANALYSES
As referred to in section 4.1.5, the research was based on a triangulation of methods. 
The objective was to carry out both quantitative and qualitative analyses in order to 
review the research from more than one perspective. In addition, the three distinct 
stages in the data collection lent themselves to different types of analysis. The
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majority of the findings from the semi-structured interviews were analysed 
qualitatively. Not only were the opinions of respondents sought regarding the changing 
nature of the European food retail environment, but also the underlying reasons for 
such perceptions. The postal questionnaire was based on the findings of the interviews. 
The responses were analysed more quantitatively. Descriptive statistics were used to 
provide a picture of the responses and following on from this correlations coefficients 
were calculated in order to evaluate to what extent relationships existed between 
particular variables. The third stage of data collection, the Delphi approach combined 
elements of both quantitative and qualitative analysis.
4.6.1 Quantitative Analysis
As May [1993] states 'it is often the case that researchers use statistical techniques 
which, quite simply, cannot be justified by the data they produce', p.84. Due to the 
nature of this research it was felt that the data did not warrant a great deal of 
statistical analysis. First, although there was a considerable number of responses the 
response rate to the postal questionnaire after the follow up letter was 13%. 
Consequently in depth statistical analysis was not considered to be an appropriate 
form of evaluating the results. Secondly, most of the results were based on the 
perceptions and opinions of respondent. The aim of the research was to gain an insight 
into the opinions of key informants in the retail industry. The data substantiates basic 
statistical analysis but emphasis was also placed on qualitative analysis.
The responses from the postal questionnaire and Delphi study were analysed 
separately. The main study in terms of the quantitative analysis was the postal 
questionnaire due both to the survey size and the nature of the questions. In order not 
to become overly repetitious the following section discussing quantitative analysis only 
refers to the postal questionnaire survey. However, the same type of analysis was 
conducted with the Delphi survey, although less prominence was placed on it due to 
the limited size of the survey and the fact that many of the questions were open-ended 
and more subjective in nature.
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Determining the methods of analysis to employ is based upon the nature of data under 
analysis. As with most research in the social sciences, much of the data was ordinal 
in nature. For example, responses based on rating scales of 'extremely favourable' to 
'extremely unfavourable'. This type of data does not specify if the differences between 
each score are the same. Other responses were interval in nature, such as for example 
the amount of turnover. When analysing ordinal data statistical tests specifically for 
such information are required if it is to be correctly statistically analysed.
4.6.2 Coding
As a prerequisite to statistically analysing quantitative data it is necessary to put it into 
a systematic format and to ensure all data is included and that there are no repetitions 
of results. As Moser and Kalton [1983] suggest; 'The purpose o f coding in surveys is 
to classify the answers to a question into meaningful categories, so as to bring out 
their essential patterns', p.414.
The responses from the postal questionnaire survey were coded before being entered 
into SPSS. Each question part was coded as a separate variable. Before the 
construction of the postal questionnaire it had been noted that pre-coded answers are 
easier to analyse and reduce the chance of mistakes when coding results [May, 1993]. 
The postal questionnaire was made up primarily of closed questions and so the coding 
for responses was already apparent. The responses were entered using a nominal scale 
of one to five. Obviously the meanings of the scales was dependent on those used in 
each question, for example in question 2.1 where 1 represented 'no real opportunity' 
and 5 represented 'extremely good opportunity'.
Where there were open-ended questions, in section 8 in the postal questionnaire and 
in the Delphi survey, the answers were analysed and given a numeric code. In other 
cases the stated answers were entered straight into the database, for example, the 
number of outlets operated. Entering the actual responses rather than coding them 
allowed a greater degree of flexibility. Respondents were asked to answer other
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information was also recorded for each questionnaire. This included the nationality of 
the respondent for ease of cross-national comparisons, and an individual code for each 
questionnaire so that the original could be easily found if there was any subsequent 
need to check the information. If a respondent had not answered a particular question 
a nine was entered to indicate missing data.
The responses were entered into the computer package SPSS. This package was 
chosen as it allowed a lot of possible options. The responses were easily entered and 
it allowed a great deal of choice in terms of statistical analysis as well as presenting 
information in different formats. The database was set up using a separate variable for 
every question and every additional piece of information. Each questionnaire was 
entered systematically so that there was a response (even if it was a 9 indicating no 
response) for each variable within the database. After each questionnaire had been 
entered the numbers were systematically checked to ensure no errors had been made. 
The data was in a form ready to be statistically analysed and displayed.
4.6.3 Descriptive Statistics
Initially, the first method of analysing the data was to describe it statistically. A 
frequency list was made of the variables in order to describe the nature of the 
responses. First, measures of central tendency were determined, namely calculations 
of the mean, median and mode of variables. The mean was chosen to represent the 
average response. The entire sample was also sub-divided by national origin and these 
same calculations were made for each sub-group. From this it was possible to compare 
and contrast the average opinions of national groups to specific questions.
Next, measures of dispersion were calculated as a means of describing the data. These 
included the variance, standard deviation, standard error, range, and maximum and 
minimum calculations. From this it was possible to evaluate to what extent there was 
a consensus view among respondents, both for the group as a whole and for the sub­
groups. Also, the level of skewness was calculated as a measure of distribution.
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The descriptive statistics were useful in terms of creating an overall picture of the of 
the results. From calculations such as the mean it was possible to analyse the overall 
view of respondents in terms of previous findings within the literature and secondary 
source data. They also provided the means of comparison between sub-groups. In 
addition to analysing the descriptive statistics of the data, they were also used to 
present the data in a more easily interpreted form. For example, scatter graphs and pie 
charts were used to present the data in a more visually descriptive format.
4.6.4 Statistical Tests
As well as describing the results, SPSS was used to examine the relationships between 
variables. The results and analysis chapters discuss some of the most salient 
relationships that were found, but the relative ease of testing for such relationships 
meant that many more were originally tested that have not been included in the 
results. It was necessary to first specify which variables were to be tested. Testing for 
every possible relationship between variables would have been both tedious and a 
waste of time and effort. Instead a list of variables that were potentially inter-related 
was drawn up. These were based on a combination of discussion with colleagues and 
retailers, intuition, knowledge of the subject area, and the literature.
In order to specify a list of variables to be analysed to determine to what extent 
relationships might have existed to link them, it was first necessary to define 
independent (x) variables which were thought possibly to have an effect on dependent 
(y) variables in the form of a bivariate relationship. Statistical tests were conducted 
for a number of variables. The aim was to establish if there was any evidence to 
suggest that a correlation existed between two variables. After conducting some 
statistical texts it was decided that using the r,^ y^  correlation coefficient would be a 
suitable test. This was a non-parametric test that illustrated if a direct relationship 
existed between two variables. The calculation also illustrated whether the relationship 
was positive or negative and the strength of this relationship. When interpreting the 
strength of the relationship Rowntree's classification system was used (table 4.2)
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In some cases the results suggested there was indeed a correlation between variables. 
However, it is important to remember that association does not prove the relationship 
between variables is one of cause and effect [Oppenheim, 1992]. Finding associations 
and correlations is no proof of causality. The relationship between variables should be 
looked at in the light of observational evidence and previous findings.
4.6.5 Qualitative Analysis
Much of the data lent itself to qualitative as opposed to quantitative analysis. The 
point has been made a number of times that the surveys, particularly the interviews 
and the Delphi approach, were based on samples that were not statistically significant. 
In such situations, qualitative analysis is often a more meaningful way of interpreting 
the results.
Initially, the interviews were qualitatively analysed. The underlying reasons for the 
particular responses as well as the responses themselves were evaluated. The findings 
and suggestions were considered in the light of previous research focused upon the 
areas of discussion. In many cases the responses supported propositions within the 
literature. The findings of the interviews were categorised and used in the formulation 
of the questionnaire which took a more quantitative format.
As noted above, most of the findings from the postal questionnaire were quantitatively 
analysed. However, in addition individual comments were considered. Some of these 
were formalised parts of the questionnaire, for example where a space marked 'other' 
had been given. The number of responses to such questions in the questionnaire were 
limited but none the less of interest in the light of the other findings. In addition, a 
space on the last page of the questionnaire was left blank for thoughts and comments. 
The responses were analysed and categorised and used in the formation of the Delphi 
questionnaire. In particular, most responses referred to trends within the European food 
retailing industry such as perceived increasing homogeneity of the consumer market 
or increasing levels of international expansion.
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Table 4.2
Classification of Strength of Correlations, Both Positive and Negative 
(After Rowntree)
Range ( + / - ) Relative Strength
0.0 to 0.2 Very weak,negligible relationship
0.2 to 0.4 Weak, low association
0.4 to 0.7 Moderate Association
0.7 to 0.9 Strong, high, marked association
0.9 to 1.0 Very high, very strong relationship
Source: Black, [1993]
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The Delphi survey was essentially qualitative in nature. Although respondents were 
asked to answer questions using a rating scale, a fundamental part of the survey 
included open comments and opportunity for justifications of answers or general 
comments. The open responses were analysed qualitatively and used in the light of 
other findings from the literature to support or refute propositions.
4.6.6 Limitations
Much of the analysis is based on the average score of each question, either for the 
group as a whole or for sub-groups of respondents, particularly national groups of 
respondents. Many of these figures are given in the tables in the results and analysis 
chapters. In most cases these are given to three decimal places for comparative 
reasons. By presenting the figures to this level of significance it allows comparisons 
to be made between questions and between different groups. As most of the results 
are based on a rating scale of just one to five, obviously the differences between 
results is not great, and so to allow results to be compared and in some cases ranked. 
Brackets are used around numbers of more than one decimal place to suggest that the 
figures are not as accurate as this level would normally claim.
The responses of Spanish retailers are not given. Due to the limited number it would 
not be ethical given the promise of confidentiality of individual responses and such 
a limited response rate would not be representative. However, when the average 
answers for the group as a whole were analysed, the Spanish respondents' answers 
were included. Thus, the total number within the entire sample is 92 which is greater 
than the total number of respondents within the five national groups.
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4.7 CRITIQUE OF THE METHODOLOGY
The limitations of the research process have been discussed at the end of each section. 
The following comments are a brief review of the limitations of the study as a whole.
The very nature of the study dictated that a census approach was taken. As noted 
previously, all potential targets within the defined limits were targeted. Despite the 
follow up only a relatively low proportion responded to the survey. It is suggested that 
the underlying reasons for a limited response rate include the fact that retailers may 
be hesitant to respond to a survey, especially when it is focused on strategy, and also 
the cross-national nature of respondents resulted in language barriers.
The results of those targets who did respond have been analysed and their answers are 
used as a means of developing ideas about the impact of the SEM and the nature of 
the process of internationalisation. However, it is fully acknowledged that the findings 
are based on the answers from a limited group of respondents and cannot be used to 
infer the character of responses that other retailers who were targeted in the survey 
might have given. Despite the limitations of the sample size insights have been gained 
into the thinking of senior executives working in the European food retailing industry.
It is likely that the group of respondents who answered the survey has a degree of bias 
from those who did not respond. For example, it might be that some respondents 
answered the questions because they had very strong feelings towards the issues on 
the agenda, whilst those who did not answer maybe had little feeling one way or the 
other. In such a scenario the findings might suggest more extreme views than are 
generally the case.
Another bias of the response group is likely to be based on language. Firstly, the 
English group of respondents had a higher response rate, no doubt due to the fact there 
was no language barrier. This might suggest that retailers from the UK are a less bias
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sample group in terms of the suggestion. As the previous interviews were conducted 
in English and the postal questionnaire was written in English, it is likely to have had 
some bias on the respondents. Those who spoke good enough English to respond 
might have a more pro-European approach than their counterparts who do not speak 
English. Also the differing response rates from the different nations are likely to have 
an impact on the degree of bias of the group. For example, while there were a 
relatively large proportion of respondents from the Netherlands and France, there were 
only a very small number from Spain.
As noted above, the qualitative analysis of both the initial pilot interviews and the 
subsequent Delphi study are based on a more limited group of respondents. However, 
in addition to descriptive statistics the responses have been analysed qualitatively. 
They have been used to support or refute the quantitative analysis of the postal 
questionnaire and have been analysed and in the light of previous finings. The results 
offer an insight into the opinions of a small, but never the less, relevant and important 
group of subjects.
Each stage in the research had inherent limitations due to the nature of the study and 
the methodological techniques employed. However, despite these limitations, it was 
intended to gain as much valid information as possible using the most appropriate 
techniques. In terms of the data collection, the progression from interviews to the 
postal questionnaire and the Delphi survey, each stage was a conscious attempt to 
develop the research in an attempt to qualify or improve the previous results.
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4.8 SUMMARY
The research has taken an inductive approach, with the general objective of gathering 
new information and providing an insight into the opinions and perceptions of key 
respondents within the European retail industry.
The empirical research comprised three stages. Initial semi-structured interviews 
provided the basis for a postal questionnaire sent to a larger target group, which was 
subsequently followed by a Delphi survey. The different types of data collection 
provided a progressive line of enquiry. Each one had its own inherent benefits and 
weaknesses. It is suggested that using a strategy of methodological triangulation 
provides a broader prospective and potentially a more accurate view of the nature of 
the European food retailing environment. The three stages of data collection provided 
quantitative and qualitative information. As a result, both quantitative and qualitative 
analysis was carried out.
While it would clearly have been desirable to have obtained higher response rates 
from the postal questionnaire and a larger sample for the Delphi survey, the results 
vindicated the methods used. However, a low response rate had been anticipated and 
so a census approach had been taken in order to gain the largest sample size possible. 
The number of responses is in line with other similar research.
Results from the triangulation of methods were in harmony, both with themselves and 
also with the results of previous research. The research supports findings from the 
literature. This suggests that the results that are unable to be compered with past 
research are also valid. In particular, it is of interest that in a number of cases the 
empirical findings support propositions within the literature that are based on 
secondary source data.
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THE DIRECTION OF EXPANSION
5.1 INTRODUCTION
The European food retail industry has gone through a major transitional process in the 
post-war era. As stated in chapter two, the main features of structural change have 
been a shift in the power of retailers relative to that of manufacturers, increasing 
dominance of the multiples and the associated diminishing presence of traditional 
retailers, and, increasing levels of market concentration. Retailers have traditionally 
been viewed as unimportant and even as an unproductive link in the channel of 
distribution [Brown and Burt, 1992a; Bucklin, 1972; Davis, 1966; Jefferys 1954; Scott, 
1970]. However, the last three decades have witnessed a revolution in the retail 
industry. Indeed, retailers are now some of the largest organisations on a national, 
European, and even a global scale. As a result of the increasing importance of the 
service sector in general and the retailing industry in particular, and also, due to the 
dynamic character of the sector, the subject area is receiving increasing attention.
5.1.1 Transitions within the Channel of Distribution
The shift in power within the distribution channel has been brought about both by the 
increasing power of retailers, and conversely, by a decrease in the power of some 
manufacturers (see section 2.3.1). Retailers are now in a more powerful position due 
to the larger size of many organisations, and also, the formation of retail alliances. The 
advancement of multiple retailers, and the consequent advantages in terms of operating 
scale, have resulted in increased buying and negotiating power with manufacturers due 
to economies of scale [Kacker, 1986]. Additionally, the development of retailer own 
brands has provided increased profit margins, store differentiation and consumer 
loyalty, all a direct attack on the position of manufacturers.
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The shift in the relative strength of retailers and manufacturers is particularly apparent 
in the food sector. Although there are examples of manufacturers who have worked 
on a multinational and even global basis for some time, the fact that food retailers 
have increased to a comparable size and strength in a relatively short space of time 
has had a dramatic effect. For example, each of the top six food retailers in Europe 
have larger sales manufacturers, excluding Nestlé and Unilever [Economist, 1995].
Particular macro environmental conditions were prerequisites to such rates of growth 
in the retail sector. The post-war era has witnessed a number of far reaching and inter­
related trends. These include geodemographic characteristics, such as the baby boom 
generation and the development of a mass market, increasing rates of suburbanisation 
and the consequent concentration of population location, and, a dramatic rise in 
consumer disposable income and demand for products [Economist, 1995]. These 
factors, in conjunction with further socioeconomic influences, for example increasing 
rates of female waged labour, a dramatic rise in levels of car ownership [Burt, 1989], 
and a greater priority placed on leisure [Nelson, 1989], have all influenced the nature 
of consumer demand, and hence the nature of the retail industry itself.
5.1.2 Market Concentration in the Food Sector
The grocery sector is one of the largest retail sectors in all European markets. As 
discussed in section 2.3.3, an unquestionable illustration of the sheer size and thus 
fundamental importance of the food sector in Europe, is that of the top 20 European 
retailers as ranked by turnover, 16 are predominantly involved in the food sector, 
whilst for 19 out of the top 20, food retailing is at least a concern [Eurostat, 1993].
Table 5.1 provides a cross-national evaluation of the percentage of total retail sales 
accounted for by food and by non-food sectors. Most of the countries approximate 
between the 40:60 to 60:40 ratio. The differences between them are not striking 
considering that these figures are based on estimates and data that have often been 
assembled on a non-directly comparative basis. However, Germany stands out with
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Table 5.1
Cross-national Breakdown of Retail Sales
% of total retail sales accounted for by:
Food* Non-food
France 52.1 47.9
Germany 27.8 72.2
Italy 47.0 534
Netherlands 43.1 56.9
Spain 48.0 52.0
UK 50.5 49.5
a Sales through food, drink and tobacco outlets. 
Source: Corporate Intelligence Group [1993]
Table 5.2
Concentration Ratios: The UK
Total Top 5 groups Top 10 groups
Amount Amount Amount
£ million £ million % £ million %
Total retail trade 114,413 22,114 19.3 34,416 30.1
Broad commodity group
Food 32,906 13,401 40.7 17,381 52.8
Drink, confec, tobac 15,926 3,528 22.1 5,303 33.3
Clothing, footwear 18,772 7,086 37.8 <^636 51.3
Household goods 25,801 5,164 20.0 7,766 30.1
Other non-food 19,093 4,387 23.0 6,095 31.9
Hire and repair 1,649 1,081 65.5 1,138 69.0
Source:_Business Monitor, [1988] p. 64.
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relatively low food sales as a percentage of total retail sales. This may in part be due 
to the definitions used in the data collation and partially a reflection of the high levels 
of economic development compared with other European countries and the resulting 
high levels of consumer disposable income available for luxury non-food products.
Market concentration levels throughout Europe have increased significantly since the 
1970s [Kacker, 1986]. As the level of market concentration is related to the level of 
retail sector development [Femie 1992], it would be expected that the highest levels 
of concentration are found in the more mature markets of the UK, Germany, France 
and the Netherlands, with lower levels in Spain and Italy [CIG, 1990a-f]. The high 
levels and associated dominance of multiples within the food sector is illustrated in 
table 5.2. Figures are given for the UK which has been evaluated as being one of the 
most concentrated markets within Europe. Data published in 1988 revealed that the 
largest five retailers accounted for 19.3% of the market, whilst the top ten companies 
had 30.1% of sales. Directly comparable data were unavailable on a cross-national 
basis, however, the literature would suggest that the same trend would be likely for 
the other countries, although to a lesser degree.
It is clear that the grocery sector is one of the most concentrated within the retail 
industry (table 5.2). When the sales figures for the UK retail industry are divided into 
broad commodity group, the top five enterprises account for 40.7% of food sales, and 
the top ten companies for 52.8%. This level of concentration is higher than all other 
broad categories with the exception of 'Hire and repair^. The rise in the concentration 
of the UK grocery market has occurred at a significant rate. It has been estimated that 
in 1980 the large grocers accounted for 59% of sales, which has now increased to 81% 
[James Capel, 1995]. Obviously this trend can not continue at such a rate. It has been 
estimated that within the mature market of the UK, consumer expenditure on food will 
grow at a rate of between just 1 and 2% per annum for the remainder of the decade. 
Thus, food retailers cannot hope for the sort of growth rates they experienced in this 
sector during the 1980s.
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Table 5.2 also illustrates just how important the food sector is in terms of turnover. 
The broad commodity group 'Food, accounted for £32,906 million within the UK 
[Business Monitor, 1988]. This represents approximately 29% of total retail sales and 
is by far the largest category as rated by turnover. Although grocery sector 
concentration levels in most other European markets are not as high as in the UK, the 
relationship between level of development of the retail industry and increasing 
concentration levels means that other markets are moving towards the UK's position.
5.1.3 Market Saturation
Concentration levels are so high in some markets, notably the UK, that some 
commentators have suggested that the market is oligopolistic in nature [Baden-Fuller, 
1982, 1984; Femie, 1992; Whitehead, 1992a]. Such high levels of market 
concentration have led to the proposition that the food retail sector is already, or is 
close to reaching, a position of saturation. This is particularly the case in certain 
markets and for certain formats. An example cited is the superstore format in the UK, 
particularly in the south-east region [Alexander and Morlock, 1991; Duke, 1991].
Essentially, the term saturation implies that the market can no longer sustain further 
growth of a particular store or format. However, the actual definition of market 
saturation is as much a source of contention as the extent to which it exists in any 
particular time and place is [Alexander, 1993]. As a means of describing the concept, 
Alexander quotes Hollander, who used the example of Debenham's stated motive for 
expanding into Australia in 1958 as a means of explaining the idea of saturation, 
namely, that the rationale behind Debenhams' action was that they; 'had reached the 
virtual limits o f its possible domestic growth with a store in every major British city', 
[Hollander, 1970, p .ll l] .  In retrospect, not only was Debenham's move into Australia 
unsuccessful, but they have subsequently opened many more stores within the UK. 
However, it is probable that at the time it would not have been profitable to continue 
a strategy of organic growth and that more recent further expansion has simply 
reflected changes in market conditions and consumer demand.
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Notably, the threat of saturation has been around for some time, and yet forecasts of 
complete saturation continually appear to be put forward. An important consideration 
is the assessment not only of a true market saturation point, as predicted by market 
size and level of structural development, but also, a real saturation point, as imposed 
by regulations [Alexander, 1990a]. An example of such a legislative measure is 
France's Loi Royer, which has curtailed the number of hypermarkets in an attempt to 
help the small scale traditional retailer [Burt, 1984, 1985, 1986; Dawson, 1976]. The 
saturation point, at least for large scale food retailers, has been brought forward by an 
artificial ceiling of regulations. Undoubtedly the market could support further 
hypermarket growth, however, the French government has employed legislation to 
restrict such growth and thus improve the relative position of the small scale 
traditional retailers.
Levels of market concentration, and ultimately the issue of saturation, obviously have 
implications for the expansion strategies of retailers. Lack of opportunity for continued 
growth of the core business not only results in intensified competition between 
retailers, but also requires retailers to consider diversifying their operations if growth 
is to continue. In particular, the issue of saturation is fundamental to theories of 
internationalisation, especially in terms of the proactive versus reactive debate. It is 
often stated within the literature that the threat of saturation is a primary motivation 
for international expansion (see chapter three).
If the concept of saturation is accepted, it also implies that there is little opportunity 
for expansion of the main retail formats in the more developed markets of Northern 
Europe, namely the UK, France, Germany and the Netherlands. If this is the case, then 
first, it is likely that retailers in those markets will have to find alternative expansion 
strategies within the domestic market to ensure future growth or follow a strategy of 
internationalisation, and secondly, that there will be little opportunities for foreign 
investment unless they can provide a different or more competitive offer.
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Not only will the major food retailers who increasingly face operating in a saturated 
market have to look for alternative ways of expanding, but it is likely they will also 
increasingly have the capital required to do so on a major scale. As rates of organic 
growth decline, particularly in the structurally mature markets of north-west Europe, 
companies will have an increasing amount of capital with which to invest in growth 
strategies outside the core domestic offer. As the structural constraints of the mature 
food retailing industry curtail growth opportunities it seems likely companies will 
become increasingly cash generative. For example, it has been stated that in the 
particularly concentrated market of the UK, the three largest players within the food 
retail industry could have substantial levels of cash flow available for strategies of 
diversification. It has been estimated that Sainsbury could afford to spend between 
£3.0 and £3.8 billion on acquisitions, Tesco £2.1 - £2.65 billion, and Argyll between 
£1.0 and £1.2 billion [James Capel, 1995].
5.1.4 Opportunities for Growth
A variety of potential expansion strategies exist for food retailers. These include those 
of a geographical nature, namely expansion of the core business within the home 
market and on an international basis. Alternatives are strategies of a non-spatial nature, 
for example, establishing a new retail fascia or format, moving into a new retail sector, 
or moving into an industry other than retail, such as the manufacturing sector. 
Depending on the strategic aim of the company, a retailer may choose any one of 
these strategies, or a combination.
In an analysis of the UK food retailing industry, it has been suggested that there are 
four key benchmarks to evaluate the potential success of a diversification strategy. 
First, the concept of expertise. This involves the retailer identifying a suitable market 
for expansion, and subsequently an appropriate company to target for acquisition. 
Further, the acquisition must be available at the right price if the retailer is still able 
to achieve sufficient earnings. Secondly, the concept of scale. Food retailers are large 
scale businesses, and are often facing significant reductions in the growth rates
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achievable by their core business. Hence, if the overall earnings of the company are 
not to decrease, any acquisition must be on a meaningful scale.
The third key benchmark cited is that of quality. It is necessary for acquisitions to 
complement rather than detract from the core offer. Fourthly, the concept of adding 
value is suggested as being critical to any diversification strategy. A retailer who is 
successful in their core offer will not necessarily find it is transferable, whether in 
terms of internationalising or moving into a new sector. Marks and Spencer's 
acquisition of Brooks Brothers and Sainsbury's acquisition of Shaws are examples of 
successful retailers who have not found overwhelming success, at least initially, when 
they have diversified away from their core offer [James Capel, 1995].
It might be assumed that a retailer will focus on one strategy in order to concentrate 
financial resources and management expertise. This may be the case in the short term, 
however, as previously addressed in the literature review (chapter three)Treadgold 
[1991] has proposed that many retailers, over time, choose a mixed strategy of 
expansion. Retailers may develop away from their original core offer, for example 
from the food retail sector into a non-food activity such as DIY, whilst also following 
a strategy of moving into foreign markets.
Using empirical evidence derived from the questionnaire, an attempt was made to 
evaluate the opinions of the directors of major food retail companies in terms of the 
favourability of potential expansion strategies. As detailed in the methodology chapter, 
both qualitative evaluation and quantitative statistical methods of analysis were 
employed. The objectives were to elicit the types of strategies most likely to be used 
by respondents and their companies, and also, to place the results in a conceptual 
framework to provide an interpretation of the perceptions of European retailers to the 
post-1992 environment.
2 5 8
Chapter 5: The Direction o f Expansion
5.2 EXPANSION STRATEGIES
Table 5.3 displays the answers of all respondents in terms of rating potential strategies 
for expansion. As can be seen in the questionnaire (see methodology section and 
appendix 4.14), the categories given were 'geographical' expansion, 'product line' 
expansion, 'format' diversification, moving into a 'new retail sector', and, moving into 
a ’«on-retail sector’. The average perceived opportunity provided by each of these is 
illustrated in bar chart figure 5.1. Within these broad categories sub-divisions were 
also given, and respondents were requested to rate the opportunity provided by each 
option on a scale of 1 to 5.
From the 92 useable questionnaire responses, the mean score for each question was 
calculated and used to rank the strategies by means of preference. As noted in the 
methodology chapter the mean scores illustrated in the tables and quoted in the text 
are given to three decimal places. However, it is again noted that this should not be 
taken as inferring the scores are accurate to such a degree. As the data are based on 
a scale of one to five there is a relatively small degree of distinction between 
individual scores and particularly between average ratings.
It was decided to give the data to three decimal places in order to illustrate the 
differences between ratings and to be able to place them in rank order. Differences of 
more than one decimal place should, however, not be taken as being particularly 
important. The data were also divided into country of origin, in order to allow a cross 
national comparison of the favourability of specific growth strategies. An attempt was 
subsequently made to fit the empirical results into a conceptual framework as a means 
of eliciting an interpretation of the responses in the light of previous findings.
A number of other ways of dividing the data could also have been chosen, for 
example, it would be of interest if there was a consensus of opinion regarding 
expansion strategies among the directors of companies with the same core offer.
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Table 5.3
Expansion Strategies: All Respondents
1
%
2
%
3
%
4
%
5
%
Mean Std dev
Geographical 3.0 6.0 23.9 52.2 14.9 3.701 0.905
National 9.9 11.0 16.5 41.8 20.9 3.527 1.223
International 15.6 6.7 21.1 40.0 16.7 3.356 1.284
Product Line 3.1 4.6 29.2 49.2 13.8 3.662 0.889
Food 1.2 5.8 44.2 33.7 15.1 3.558 0.862
Non-Food 2.4 8.2 30.6 34.1 24.7 3.706 1.010
Diversify Formats 4.7 7.8 31.3 43.8 12.5 3.516 0.976
Hypermarkets 13.8 13.8 20.7 35.6 16.1 3.264 1.280
Superstore 12.3 21.0 23.5 28.4 14.8 3.123 3.000
Supermarket 5.9 20.0 36.5 23.5 14.1 3.200 1.100
Convenience 13.8 27.5 21.3 25.0 12.5 2.950 1.262
Specialist 38.0 27.8 17.7 13.9 2.5 2.152 1.156
New Retail Sector 31.9 23.6 22.2 19.4 2.8 2.375 1.204
DIY 37.3 24.0 18.7 12.0 8.0 2.293 1.303
Variety 45.6 31.6 13.9 5.1 3.8 1.899 1.069
Fashion 60.0 2L8 11.3 5.0 0.0 1.613 0.879
Sports 59.5 24.1 10.1 3.8 2.5 1.658 0.986
Non-Retail Sector 41.9 39.2 16.2 2.7 0.0 1.797 0.811
Financial 54.3 25.9 12.3 7.4 0.0 1.728 0.949
Property 54.3 22.2 17.3 4.9 1.2 1.765 0.991
Restaurant 53.6 17.9 13.1 9.5 0.0 1.964 1.265
Manufacturing 78.0 18.3 3.7 0.0 0.0 1.256 0.517
1 = no real opportunity, 2 = little opportunity, 3 = possible opportunity, 
4 = good opportunity, 5 = extremely good opportunity
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Figure 5.1
Expansion Strategies: All Respondents
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An hypothesis based on observable evidence that was initially posed was that discount 
retailers may have a particularly proactive view of internationalisation. After further 
consideration it was decided that this means of analysis would not provide a 
sufficiently accurate and meaningful insight into the situation as there was confusion 
defining the core offer of individual respondents, and, cell sizes became very small.
As has been noted in the methodology chapter, a major obstacle to cross-national 
analysis of the retail industry is that data are often defined and collated on a non- 
directly comparable basis. This is particularly true regarding the definition of store 
formats in the food retail industry. Thus, based on the type and size of the survey 
data, the comparison of retailers based on their core offer would not be sufficiently 
valid. In addition, many of the retailers operate a variety of formats and defining their 
core format would be problematic and ultimately reduce the accuracy of subsequent 
analysis. Consequently it was decided that in addition to analysing the data for the 
sample as a whole, analysis would also be carried out on a cross-national basis. By 
dividing the retail companies into country of origin it was hoped the sub-samples 
might reflect the level of development of the retail industry in the home market and 
other related factors.
5.2.1 Variations Between the Empirical Research and Previous Findings
The aim was to place the empirical findings of the research in a conceptual framework 
in order to analyse the results in the light of previous findings. As a prerequisite to 
this, some of the fundamental differences between this research and the published 
research it is compared with are noted. First, much of the literature is based upon 
observational evidence, where as this research is based upon the perceptions and 
opinions of respondents. Thus, rather than measuring a quantitative fact, such as the 
extent to which a retailer has expanded abroad, the empirical evidence provides a 
measure of a key respondent's propensity to use particular growth strategies.
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Secondly, this research is focused solely upon the food sector.Much of the previous 
research on retail internationalisation has not considered individual retail sectors. For 
example, Treadgold [1991] based his survey on the largest twenty European retailers 
(see figure 3.5). Although this group was dominated by food retailers, it also included 
retailers whose core business was in a non-food sector. This may have some impact 
on the results. Thirdly, the model by Gogel and Larréché [1989] was devised to 
evaluate the marketing strategies of the food manufacturing industry in the new 
environment created by the SEM (see figure 3.8). However, many of the same 
implications in terms of the reduction of barriers and the creation of a European 
market effect the retail industry, and hence the model has been adapted.
5.2.2 The General View
As table 5.3 illustrates, all the average scores for the given expansion strategies were 
less than 4.0. The fact that the majority of expansion strategies were on average rated 
as being of 'possible opportunity' or 'little opportunity', high lights the inherent risks 
associated with such strategies.
As previously mentioned, the structural maturity of the food retailing industry in many 
markets of northern Europe means that if retailers are to continue to maintain 
significant levels of growth, they will have to employ strategies of diversification. As 
levels of expenditure on organic growth in core markets decrease due to limited 
opportunities, the large scale retailers will have more capital with which to finance 
diversification plans of a meaningful scale.
Geographical Expansion
As table 5.3 illustrates, geographical expansion of established formats was rated as 
the second most favoured type of main strategy, with an average score of 3.7(01). 
Analysis of subjective comments from the Delphi questionnaire confirmed the fact that 
geographical expansion of established formats is perceived as a favourable option for 
growth as the retailer has experience in this sector. This is a primary motivation for
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continued growth as less risk is associated with the familiar. Further, expanding within 
the home market was perceived as such a favourable strategy due to potential savings 
from economies of scale. In addition, the fact that geographical expansion is ranked 
highly by respondents who in the main are north-west European may indicate that the 
problem of high concentration levels and saturation in these markets is not as 
fundamental an issue as it is often assumed to be within the literature.
As a furtherance of the question of spatial expansion, respondents were asked to rate 
the favourability of geographical expansion within the domestic market and on an 
international basis. National expansion received an average score of 3.5(27) and 
internationalisation 3.3(56). Although the scores are similar and both rank favourably 
when compared with other strategies, the fact that national expansion is seen slightly 
more positively is in line with evidence found from previous research. Evidence from 
the Delphi questionnaire suggests that it is easier and less risky to expand within the 
home market, where there is usually greater knowledge of market conditions, an 
established distribution network and the advantages of an established image.
The fact that internationalisation was rated as a good opportunity, although less 
favourable than expansion within the national market, is in keeping with previous 
findings that highlight both the tremendous potential of international expansion, but 
also that it is a high investment strategy with inherent risks [Burt, 1993; James Capel, 
1995; Rogers, 1989]. However, little research has been carried out that focuses 
primarily upon the risks associated with internationalisation, and further in depth 
research and analysis is required.
Comments derived from the Delphi survey suggest that the majority of respondents 
perceived internationalisation as a means of exploiting the vast opportunities that exist 
in overseas markets. A number of respondents suggested that in the 1990s environment 
internationalisation is the only way to ensure future growth. Despite the predominantly 
proactive stance taken by Delphi respondents, there were also a number of negative
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comments made including the fact that retailing, particularly the food sector, does not 
lend itself to successful internationalisation. Others suggested that there were high 
rates of competition within foreign markets and so sectoral diversification within the 
national market was a more favourable option.
Some European retailers have certainly pursued strategies of internationalisation as a 
primary means of growth. Examples include Tengelmann who gain 56% of turnover 
from their international ventures, and Carrefour whose non-domestic operations 
account for 31% of overall turnover (see table 5.4). However, many European food 
retailers have few or no interests in non-domestic markets. For retailers who are 
seeking to internationalise there are certainly advantages. Increasingly limited 
opportunities for organic growth in the structurally mature markets of many northern 
European countries will release capital for large scale investment that would be 
required to internationalise on a meaningful scale. Further, the increasingly developed 
nature of many retail markets, especially in markets that were considered 
underdeveloped a decade or so ago, results in more options of retail companies of a 
significant scale suitable for acquisition. Employing market entry methods of joint 
venture or share holding reduces the risks and amount of capital investment required, 
and having a foreign retail interest holds the potential for savings from economies of 
scale and enhanced negotiating power with foreign and multinational manufacturers 
(see chapter three).
However, the risks associated with internationalisation should not be underestimated. 
There are a number of disadvantages associated with this means of diversification. 
There are numerous examples of particular concepts and management techniques that 
have not, at least initially, been transferred to a new market successfully. Also, the 
food retail sector is one of the most competitive in structurally developed markets. The 
wisdom of internationalising from one concentrated market into another, for example 
from the UK to the USA, has been questioned [James Capel, 1995].
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However, the alternative, moving into a structurally underdeveloped market has its 
own inherent problems. There may be little chance for acquisition of a sizeable 
company and so additional organic growth is a slow process. The market may be 
economically and/or politically unstable, or social and cultural conditions may mean 
the concept is not compatible. Other potential pitfalls when internationalising include 
the losses that can occur due to currency exchange fluctuations, the fact that 
acquisitions may be bought for more than they are worth, and that the potential 
savings from cross-border synergies may be limited due to differences in consumer 
demand between markets.
As table 5.5 illustrates, results from the final Delphi questionnaire, using the same 
scales, rated national expansion at 3.2(14) on average, and internationalisation at 
3.3(57). As noted in the methodology chapter, these results were the responses of a 
significantly smaller group of experts who were given the opportunity to revise their 
answers twice, taking into consideration the average responses of the group and the 
stated justifications for answers. It is notable that the responses are similar to those 
from the postal questionnaire, thus the Delphi provides an internal check on the results 
and confirms a degree of validity [Oppenheim, 1992].
Subjective evidence gained from the Delphi approach confirmed a number of trends 
commonly cited within the literature. First, that international expansion within the food 
retail sector is usually undertaken only after a significant expansion programme within 
the domestic market. Secondly, that internationalisation is perceived as a high 
investment and high risk strategy, but one with very high potential gains, not just 
financially but also in terms of the company image. And thirdly, evidence of both 
reactive and proactive motives for internationalisation were cited; for example, some 
respondents viewed international expansion as a strategy to be followed as 
opportunities in the domestic market became limited, whilst others perceived 
international expansion in terms of niche opportunities to complement their existing 
core offer and further expansion at home.
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Table 5.4
Importance of International Activities in Terms of Turnover
Company Rank by % of turnover
turnover international
Tengelmann (G) 1 56
Metro (G) 2 35
Carrefour (F) 4 31
Aldi (G) 7 20
Sainsbury (UK) 9 12
Promodes (F) 10 34
Casino (F) 14 6
Marks & Spencer (UK) 18 13
Auchan (F) 20 15
Ahold (NL) - 51
Source: Eurostat [1994] 1990-2 data.
Table 5.5
Delphi Questionnaire 2: Expansion Strategies
Expansion Strategy 1 2 3 4 5 Mean Std n =
% % % % % Dev
National 7.1 14.3 42.9 21.4 14.3 3.214 1.122 14
International 7.1 21.4 28.6 14.3 28.6 3.357 1.336 14
Food Product 0.0 7.1 35.7 42.9 7.1 3.929 1.639 13
Non-Food Product 0.0 7.1 21.4 50.0 14.3 4.143 1.610 13
1 = no opportunity, 5 = extremely good opportunity
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Product Line Expansion
In terms of the broad categories, product line expansion was rated second only to 
geographical expansion with a mean score overall of 3.6(62). Significantly, the mean 
score for expansion of non-food lines was the highest of all strategies at 3.7(06), 
whilst expansion of food lines also received a high score of 3.5(58). Data from the 
Delphi approach further affirmed the importance of the strategy of product line 
expansion. Both food and non-food line product expansion were rated as being more 
favourable than either geographical expansion within the home market or 
internationalisation, with mean scores of 3.9(29) and 4.1(43) respectively. As already 
noted, this is not a statistically significant sample, however, it does at least further 
verify the results of the main questionnaire and illustrate retailers inclination towards 
broadening their core offer.
Qualitative evidence from the Delphi study revealed that expanding product lines was 
highly favoured because it offered the opportunity for increased profits whilst also 
being a relatively low risk strategy. Most emphasis was placed on non-food ranges, 
primarily because there was more scope for development of these ranges by food 
retailers, and, because they often provided significantly higher profit margins. This is 
reaffirmed by analysis of the UK food retail industry [James Capel, 1995]. Advantages 
of moving further into non-food ranges include the fact that it is a relatively low risk 
strategy and requires less capital investment than other methods of diversification, it 
is a growth market whereas food sales are relatively static, gross margins are higher 
than for non-food products, lower pricing by food retailers may serve to undermine 
specialist retailers, and, food retailers would be able to use established consumer 
databases to target consumers.
However, it has been suggested that the potential benefits available to food retailers 
expanding non-food ranges must be weighed against possible negative effects. These 
include the fact that food retailers move further into non-food products may run the 
risk of diluting their core offer and confusing the customer. Extending non-food ranges
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will also require more capital investment and will result in lower sales densities. 
Further, it is unlikely that food retailers can compete with the specialists in terms of 
the breadth of product range.
Despite these disadvantages, analysis of potential diversification strategies open to UK 
food retailers has overwhelmingly concluded in favour of expanding non-food ranges. 
It is suggested that the same would apply for retailers in other mature markets in 
Europe. Notably, this has implications for individual companies. Retailers with larger 
stores will have the advantage. For example, it has been evaluated that in the UK this 
strategy of diversification would be particularly suited to Asda and Tesco who have 
a significantly larger average store size than their competitors [James Capel, 1995].
Examples of non-food ranges suggested in the literature as being of particular value 
were reaffirmed by empirical evidence from the Delphi study. Product categories 
suggested by both include petrol, pharmacy and toiletries, clothing and footwear, 
household and electronic goods, and music and videos. When considering expanding 
food lines priority was placed on expanding value-added product ranges such as 
convenience meals. In addition, a number of justifications given in the Delphi 
questionnaires for explaining the favourability of this strategy included the 
development and expansion of own brand product ranges. The benefits of such a 
scheme given were cited as the high profit margins achievable and the increased levels 
of store differentiation and consumer loyalty.
Format Diversification
The strategy of diversifying store formats was given a mean rating of 3.5(16). Overall, 
the mean score rated supermarkets as being the most favoured format, followed by 
superstores, convenience stores, specialists and finally hypermarkets. However, a 
degree of caution should be employed when analysing these results for a number of 
reasons. First, it is not absolutely clear if some respondents included a rating for 
formats already established by their company, which would obviously bias the results.
269
Chapter 5: The Direction o f Expansion
Secondly, definitions of formats may not be sufficiently comparable on a cross­
national basis, which again would have a biasing effect. However, it is possible to say 
from the results that the concept of expanding into new retail formats within the food 
retail sector was, overall, rated favourably.
This is in line with evidence from the literature which suggests that expanding into 
a new format within food retailing could enhance the companies offer. Advantages of 
this method of diversification are that the company has experience of operating in this 
sector, it is also likely to have a consumer database from its core business from which 
to target consumers, it has an established distribution network, and, the advantage of 
an established image and consumer loyalty. An example of such a move is Tesco's 
establishment of Tesco Metro outlets, essentially a convenience store concept for top- 
up shopping in addition to less frequent one-stop shopping at superstores.
Expansion into a New Retail Sector
Expansion into a different retail sector was not perceived as offering very favourable 
opportunities. Overall it was rated as offering little opportunity, with the DIY sector 
being ranked most positively. This supports observational evidence of retailers whose 
core activity is in the food sector and who have subsequently expanded into home 
improvement retailing, an example being Sainsbury's Home Base fascia and their 
recent acquisition of Texas, a move which is estimated to triple their share of the 
sector [James Capel, 1995].
The sectors of variety, fashion and sports were not seen as offering much opportunity, 
and no other sector was suggested by more than one respondent. This relatively 
negative view of the favourability of expanding into a different retail sector would 
seem to contradict Treadgold's [1991] model of the expansion strategies employed by 
the top twenty European retailers, which suggests that over time retailers will both 
internationalise and move outside the core activity. Perhaps the main issue arising
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from these results is the greater relative emphasis it places upon international 
expansion in addition to expanding non-food ranges.
Expansion into a Non-Retail Sector
Moving into a non-retail sector was perceived as being the most unfavourable 
expansion option for retailers. All average scores were less than two, the 'little 
opportunity' rating. The least favoured expansion option of all the categories was the 
manufacturing sector. The mean score was just 1.2(56), close to the 'no real 
opportunity' rating, with a low standard deviation of just 0.517, illustrating a high 
consensus of opinion among respondents. This might be expected as retailers and 
manufacturers are in competition within the channel of distribution, and hence there 
may be little competitive advantage for a company to be involved in both processes.
However, research by Killen and Lees [1988] into the expansion strategies of UK 
grocery retailers produced results of a partially conflicting nature. Evidence from their 
empirical enquiry showed that retailers did in fact perceive moving into the 
manufacturing sector as being a favourable option. 13% of the sample claimed that the 
most likely diversification strategy would be to move into food 
manufacturing/processing. Although this is significantly lower than the top two 
choices, (50% said they would be most likely to expand into the non-food sector in 
the UK market, and 25% claimed the most favourable strategy would be expansion 
into the US food retail sector), it is still surprisingly high given the results from this 
study. Despite this variation in results, perhaps it is more notable that Killen and Lees' 
study found that geographical expansion within the home market and 
internationalisation are perceived as being by far the most favourable strategies for 
expansion, results that are confirmed by this research.
There is speculation within the literature regarding possible future expansion strategies 
of large scale food retailers. Many of these suggestions are based upon the fact that 
the multiples have access to large consumer databases through their use of EPoS and
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other developments such as customer loyalty card schemes. Many ideas for 
diversification are based upon new technology, particularly the use of IT in home 
shopping [Herman, 1995]. However, as confirmed by the negative response to the 
idea of moving into non-retail sectors it seems unlikely such strategies will be put into 
operation in the near future. However, it is worth noting that innovation and change 
are characteristic, and it could be argued requisites, for success within the industry.
5.2.3 Analysis of the General Response
Considering the results for the sample as a whole, the favourability of combined 
strategies were analysed. As previously noted, a number of methods of diversification 
were perceived by respondents as favourable. The literature has suggested that over 
time retailers tend to use a combination of strategies. The results were analysed to 
establish how favourable sectoral diversification was, in conjunction with a strategy 
of internationalisation. The results from the questionnaire were plotted on a graph 
adapted from Treadgold's model (figure 3.5). The vertical axis represented respondents’ 
rating of the favourability of internationalisation as a potential growth strategy. On the 
first graph the horizontal axis represented the favourability of product line expansion, 
on the second graph of diversifying into a new format, on the third graph of moving 
into a new retail sector, and fourthly, of moving into a non-retail sector. Thus, the 
adapted charts displayed respondents' propensity to expand both internationally and 
on a sectoral basis, rather than displaying observational evidence of retail activity as 
in the original figure.
None of these proved satisfactory in terms of determining a direct linear relationship 
between the four sets of data. The scatter plots produced large clusters with no best 
fit line determinable. For the first three sets of data, namely the favourability of 
expanding product lines, moving into a new format, or, diversification into a new retail 
sector, all were rated highly, as was the option of internationalising, producing a 
cluster in the upper right hand region of the graph. Moving into a non-retail sector was 
not favoured, hence the cluster was in the upper left region of the fourth graph.
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Statistical analysis was carried out to determine if and to what extent there was a 
relationship between the sets of variables. Correlation coefficients were calculated to 
distinguish to what extent a linear relationship existed between the rating of the 
favourability of internationalisation and the favourability of the sectoral expansion 
strategies; first, product expansion, secondly, format diversification, thirdly, expansion 
within the retail sector and fourthly, expansion into non-retailing activities. The r^ y^  
correlation coefficient for the four sets of two variables can be found in table 5.6. The 
correlation coefficient values were all positive, implying that as the rating of the 
favourability of internationalisation increased, so did the rating of the favourability 
of the other growth strategies.
This could be interpreted as meaning that some retailers did not view any 
diversification strategies as attractive as there was still potential for further growth in 
the core activity, whilst others, who were looking to diversify considered 
internationalisation in conjunction with other strategies such as expanding product 
ranges and moving into a new format, sector or industry. However, all the correlation 
coefficient values were between 0.2 and 0.4 implying a 'weak, low association' 
[Rowntree, 1981]. The relationship is so weak that it can not be stated with any 
confidence that the sets of variables are indeed correlated.
Although there was no significant direct linear relationship for the sample as a whole, 
as suggested in Treadgold's model, the results were interpreted in terms of Gogel and 
Larréché's (1989) 'International Competitive Posture Matrix' (figure 3.8). Again, if the 
model was adapted so that the vertical axis represented respondent's perceptions of the 
favourability of expanding internationally, rather than observational evidence of their 
present geographic coverage, and the horizontal axis was adapted to represent 
respondents' propensity to expand in terms of product, the clusters do elucidate some 
features.
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Table 5.6
Correlation Coefficients: The General View
2
xyVariables
International Expansion and Product Line Expansion 0.2456
International Expansion and Format Expansion 0.2943
International Expansion and Retail Sector Diversification 0.3076
International Expansion and Non-retail Sector Diversification 0.2537
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In terms of expanding product lines, diversifying into new retail formats, and 
expanding into different retail sectors, responses were clustered in the top right hand 
comer, namely the position on the matrix of the Kings (see figure 3.8). This implies 
that respondents do indeed feel that the most favourable overall growth strategy for 
retailers is a mixed marketing strategy, to expand internationally and broaden their 
product offer. If Gogel and Larréché’s suggestion is accepted, this is likely to be the 
most successful strategy for marketing on a pan-European basis.
As noted, this is based on respondents' propensity towards employing certain strategies 
and not their observable action. It does however imply that if  retailers followed the 
plan they view as being most favourable and are not constrained by other factors, over 
time they would expand both internationally and diversify on a sectoral basis. Hence, 
they would be following the trend suggested by Treadgold [1991] (figure 3.5).
In the chart displaying respondents’ perceptions of moving into a non-retail sector, the 
main cluster of responses was located in the top left hand comer, the position of the 
Crusaders in Gogel and Larréché's [1989] model. This implies that such a strategy is 
not perceived as favourably, and in terms of a mixed marketing strategy suited to the 
conditions of the SEM, is not likely to be as successful.
5.2.4 The Cross-national View
To further the analysis, the average scores for each of the potential expansion 
opportunities were calculated for each of the case study countries. These results are 
illustrated in tables 5.7 to 5.11. Table 5.7 illustrates the average responses of French 
retailers in the survey, table 5.8 the German, table 5.9 the Italian, table 5.10 the Dutch, 
and table 5.11 UK retailers. A table was not constructed to illustrate the responses of 
Spanish retailers as the sample was so small. Not only would it be of little use in 
terms of representation, but it may also break confidentiality. The responses of the 
Spanish retailers were however incorporated into the average scores for the entire 
sample (see table 5.3).
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In general, the results when broken down into country of origin follow the trends 
noted for the sample as a whole, namely that geographical expansion is ranked the 
most favourable expansion strategy, followed by product line expansion, diversifying 
into a new format, entering a new retail sector, and finally moving into a non-retail 
sector. However, within this general picture, there are some notable variations on a 
cross-national basis.
Geographical Expansion
In terms of geographical expansion, the German respondents have the highest mean 
score of 4.1(67) (table 5.8), followed jointly by the French and Dutch who rate it 
4.0(00) (tables 5.7 and 5.10 respectively), then the Italians with 3.7(69) (table 5.9) and 
the UK with 3.2(50) (table 5.11). Notably all these means are higher than the 'possible 
opportunity' category, most being nearer the 'good opportunity' category on the Likert 
scale. Despite this consensus regarding geographical expansion, respondents’ answers 
to the favourability of expansion within the home market and on an international scale 
provided more contrast.
While overall, Dutch and German retailers saw good opportunities in non-domestic 
markets, there was a wider spread of views expressed by the Dutch. Over a quarter 
of Dutch directors were prepared to suggest that there were 'extremely good 
opportunities' in the international arena, whereas none of the German directors were 
prepared to evaluate opportunities as anything more than 'good, although over three- 
quarters gave that specific response.
A comparatively large proportion of UK directors saw few or only possible 
opportunities within the international environment. This may in part be the result of 
the methodology used. That is, the use of English in the questionnaires may have 
encouraged non-UK directors with a more international outlook to respond, whereas 
in the UK a better cross-section of responses may have been achieved.
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Table 5.7
Expansion Strategies: French Retailers
1 2 3 4 5 Mean Std dev n =
% % % % %
Geographical 0.0 0.0 30.0 40.0 30.0 4.000 0.816 10
National 33.3 27.8 5.6 22.2 11.1 2.500 1.465 18
International 5.6 0.0 11.1 44.4 38.9 4.111 1.023 18
Product line 12.5 12.5 37.5 25.0 12.5 3.125 1.246 8
Food range 6.3 12.5 43.8 18.8 18.8 3.313 1.138 16
Non-food range 6.3 12.5 43.8 12.5 25.0 3.375 1.204 16
Store format 10.0 0.0 60.0 30.0 0.0 3.100 0.876 10
Hypermarket 23.5 5.9 11.8 47.1 11.8 3.176 1.425 17
Superstore 30.8 23.1 30.8 7.7 7.7 2.385 1.261 18
Supermarket 13.3 26.7 33.3 13.3 13.3 2.867 1.246 15
Convenience store 23.1 30.8 23.1 23.1 0.0 2.462 1.127 13
Specialist 46.2 7.7 15.4 30.8 0.0 2.308 1.377 13
New retail sector 66.7 25.0 8.3 0.0 0.0 1.417 0.669 12
DIY 66.7 6.7 13.3 13.3 0.0 1.733 1.163 15
Variety 66.7 26.7 6.7 0.0 0.0 1.400 0.632 15
Fashion 81.3 12.5 0.0 6.3 0.0 1.313 0.793 16
Sports 68.8 18.8 0.0 12.5 0.0 1.563 1.031 16
Non-retail sector 58.3 41.7 0.0 0.0 0.0 1.417 0.515 12
Financial 60.0 20.0 6.7 13.3 0.0 1.733 1.100 15
Property 73.3 26.7 0.0 0.0 0.0 1.267 0.458 15
Restaurant 75.0 12.5 12.5 0.0 0.0 1.375 0.719 16
Manufacturing 80.0 20.0 0.0 0.0 0.0 1.200 0.414 15
1= no real opportunity, 2= little opportunity, 3= possible opportunity, 
4= good opportunity, 5= extremely good opportunity
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Table 5.8
Expansion Strategies: German Retailers
1 2 3 4 5 Mean Std dev n =
% % % % %
Geographical 0.0 0.0 8.3 66.7 25.0 4.167 0.577 12
National 0.0 0.0 21.4 50.0 28.6 4.071 0.730 14
International 0.0 7.1 14.3 78.6 0.0 3.714 0.611 14
Product line 0.0 0.0 0.0 66.7 33.3 4.333 0.492 12
Food range 0.0 0.0 38.5 46.2 15.4 3.769 0.725 13
Non-food range 0.0 0.0 23.1 46.2 30.8 4.077 0.760 13
Store format 0.0 0.0 46.2 46.2 7.7 3.615 0.650 13
Hypermarket 7.7 7.7 38.5 46.2 0.0 3.231 0.927 13
Superstore 0.0 23.1 38.5 38.5 0.0 3.154 0.801 13
Supermarket 0.0 50.0 35.7 14.3 0.0 2.643 0.745 14
Convenience store 15.4 61.5 15.4 7.7 0.0 2.154 0.801 13
Specialist 23.1 46.2 30.8 0.0 0.0 2.077 0.760 13
New retail sector 7.7 38.5 38.5 15.4 0.0 2.615 0.870 13
DIY 0.0 54.5 27.3 18.2 0.0 2.636 0.809 11
Variety 18.2 36.4 45.5 0.0 0.0 2.273 0.786 11
Fashion 45.5 36.4 9.1 9.1 0.0 .1.818 0.982 11
Sports 54.5 27.3 18.2 0.0 0.0 1.636 0.809 11
Non-retail sector 28.6 57.1 14.3 0.0 0.0 1.857 0.663 14
Financial 23.1 69.2 7.7 0.0 0.0 1.846 0.555 13
Property 38.5 38.5 23.1 0.0 0.0 1.846 0.801 13
Restaurant 38.5 38.5 23.1 0.0 0.0 1.846 0.801 13
Manufacturing 76.9 23.1 0.0 0.0 0.0 1.231 0.439 13
1= no real opportunity, 2= little opportunity, 3= possible opportunity, 
4= good opportunity, 5= extremely good opportunity
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Table 5.9
Expansion Strategies: Italian Retailers
1 2 3 4 5 Mean Std dev n =
% % % % %
Geographical 0.0 7.7 23.1 53.8 15.4 3.769 0.832 13
National 0.0 0.0 7.1 35.7 57.1 4.500 0.650 14
International 38.5 15.4 38.5 7.7 0.0 2.154 1.068 13
Product line 0.0 8.3 25.0 58.3 8.3 3.667 0.778 12
Food range 0.0 7.1 57.1 7.1 28.6 3.571 1.016 14
Non-food range 0.0 21.4 21.4 28.6 28.6 3.643 1.151 14
Store format 0.0 9.1 9.1 63.6 18.2 3.909 0.831 11
Hypermarket 0.0 14.3 7.1 42.9 35.7 4.000 1.038 14
Superstore 0.0 28.6 14.3 35.7 21.4 3.500 1.160 14
Supermarket 7.1 7.1 50.0 28.6 7.1 3.214 0.975 14
Convenience store 0.0 0.0 30.8 46.2 23.1 3.923 0.760 13
Specialist 50.0 25.0 16.7 8.3 0.0 1.833 1.030 12
New retail sector 33.3 8.3 33.3 16.7 8.3 2.583 1.379 12
DIY 45.5 0.0 18.2 9.1 27.3 2.727 1.794 11
Variety 41.7 33.3 0.0 8.3 16.7 2.250 1.545 12
Fashion 38.5 23.1 30.8 7.7 0.0 2.077 1.038 13
Sports 38.5 23.1 23.1 0.0 15.4 2.308 1.437 13
Non-retail sector 38.5 15.4 30.8 15.4 0.0 2.231 1.166 13
Financial 61.5 15.4 7.7 15.4 0.0 1.769 1.166 13
Property 46.2 15.4 23.1 15.4 0.0 2.077 1.188 13
Restaurant 35.7 7.1 0.0 28.6 28.6 3.071 1.774 14
Manufacturing 69.2 30.8 0.0 0.0 0.0 1.308 0.480 13
1= no real opportunity, 2= little opportunity, 3= possible opportunity, 
4= good opportunity, 5= extremely good opportunity
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Table 5.10
Expansion Strategies: Dutch Retailers
1 2 3 4 5 Mean Std dev n =
% % % % %
Geographical 0.0 0.0 16.7 66.7 16.7 4.000 0.632 6
National 9.1 36.4 9.1 45.5 0.0 2.909 1.136 11
International 9.1 9.1 9.1 45.5 27.3 3.727 1.272 11
Product line 0.0 0.0 62.5 37.5 0.0 3.375 0.518 8
Food range 0.0 10.0 50.0 40.0 0.0 3.300 0.675 10
Non-food range 0.0 11.1 55.6 22.2 11.1 3.333 0.866 9
Store format 0.0 20.0 60.0 20.0 0.0 3.000 0.707 5
Hypermarket 20.0 20.0 10.0 50.0 0.0 2.900 1.287 10
Superstore 22.2 22.2 33.3 22.2 0.0 2.556 1.130 9
Supermarket 0.0 20.0 40.0 10.0 30.0 3.500 1.179 10
Convenience store 33.3 11.1 44.4 11.1 0.0 2.333 1.118 9
Specialist 44.4 33.3 11.1 0.0 11.1 2.000 1.323 9
New retail sector 42.9 42.9 14.3 0.0 0.0 1.714 0.756 7
DIY 50.0 25.0 12.5 12.5 0.0 1.875 1.126 8
Variety 55.6 11.1 33.3 0.0 0.0 1.778 0.972 9
Fashion 77.8 11.1 11.1 0.0 0.0 1.333 0.707 9
Sports 75.0 25.0 0.0 0.0 0.0 1.250 0.463 8
Non-retail sector 42.9 57.1 0.0 0.0 0.0 1.571 0.535 7
Financial 75.0 12.5 0.0 12.5 0.0 1.500 1.069 8
Property 44.4 11.1 11.1 22.2 11.1 2.444 1.590 9
Restaurant 55.6 33.3 11.1 0.0 0.0 1.556 0.726 9
Manufacturing 66.7 11.1 22.2 0.0 0.0 1.556 0.882 9
1= no real opportunity, 2= little opportunity, 3= possible opportunity, 
4= good opportunity, 5= extremely good opportunity
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Table 5.11
Expansion Strategies: UK Retailers
1 2 3 4 5 Mean Std dev n =
% % % % %
Geographical 8.3 12.5 29.2 45.8 4.2 3.250 1.032 24
National 6.5 3.2 29.0 45.2 16.1 3.613 1.022 31
International 16.1 3.2 29.0 35.5 16.1 3.323 1.275 31
Product line 0.0 4.3 30.4 52.2 13.0 3.739 0.752 23
Food range 0.0 3.2 38.7 45.2 12.9 3.677 0.748 31
Non-food range 3.2 3.2 22.6 45.2 25.8 3.871 0.957 31
Store format 8.7 8.7 13.0 47.8 21.7 3.652 1.191 23
Hypermarket 16.7 10.0 30.0 20.0 23.3 3.233 1.382 30
Superstore 13.8 10.3 13.8 34.5 27.6 3.517 1.379 29
Supermarket 6.9 10.3 34.5 31.0 17.2 3.414 1.119 29
Convenience store 10.3 27.6 10.3 27.6 24.1 3.276 1.386 29
Specialist 37.9 31.0 10.3 17.2 3.4 2.172 1.227 29
New retail sector 23.1 15.4 19.2 38.5 3.8 2.846 1.287 26
DIY 29.6 25.9 22.2 11.1 11.1 2.481 1.341 27
Variety 48.3 31.0 6.9 10.3 3.4 1.897 1.145 29
Fashion 60.7 25.0 10.7 3.6 0.0 1.571 0.836 28
Sports 67.9 21.4 7.1 3.6 0.0 1.464 0.793 28
Non-retail sector 38.5 38.5 23.1 0.0 0.0 1.846 0.784 26
Financial 51.7 20.7 24.1 3.4 0.0 1.793 0.940 29
Property 53.6 21.4 25.0 0.0 0.0 1.714 0.854 28
Restaurant 51.7 13.8 17.2 13.8 3.4 2.034 1.267 29
Manufacturing 82.8 13.8 3.4 0.0 0.0 1.207 0.491 29
1= no real opportunity, 2= little opportunity, 3= possible opportunity, 
4= good opportunity, 5= extremely good opportunity
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This may have led to the UK retailers appearing less international in their outlook. 
However, other results would somewhat belie this interpretation, while observation of 
internationalisation by food retailers from the markets concerned might also be used 
to support these results.
Some underlying reasons for the results appear fairly straight forward. For example, 
the Italian market is relatively underdeveloped and thus there is still much opportunity 
for further development. In comparison the Dutch market is relatively small as well 
as being well developed and hence less opportunity is perceived for further 
development. Further expansion within the French market is constrained by the 
regulative environment. These interpretations of the findings support the literature 
emphasising the importance of the saturation issue.
Additionally, not all respondents are free to follow every strategy. Notably, the Italians 
rate international expansion as being of little opportunity. This is no doubt due to the 
fact that many Italian food retailers are not large enough to consider such an 
investment and have little if any knowledge of foreign markets. This undoubtedly 
makes the strategy of expansion within the home market appear more favourable as 
their are fewer choices. Additionally, the relatively underdeveloped retail structure of 
regions within Italy mean there is great potential for further growth within the 
domestic market without looking beyond it for opportunities. Responses from French 
retailers confirm this suggestion from the opposite perspective. Their low rating of 
domestic market expansion is balanced by the fact that over 80% rated 
internationalisation as either a 'good or 'extremely good opportunity' (see table 5.7).
Product Line Expansion
All national groups perceived the strategy of diversifying product lines as attractive. 
All mean responses were between the three and four rating on the Likert scale, with 
the exception of German retailers who placed even more prominence on product lines 
a mean rating of 4.3(33) for food and 4.0(77) for non-food ranges (table 5.8). This
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result supports the opportunities they perceived for further expansion within the home 
market. Although the German retail structure is well developed, the economy is 
capable of supporting high levels of consumer expenditure, and additionally, the 
impact of the unification can not be overlooked. This has provided a larger consumer 
market, an additional region that is highly underdeveloped in terms of retail structure, 
and a growing demand for previously unattainable products.
Format Diversification
As previously mentioned, a degree of caution must be employed when analysing the 
validity of the results regarding format diversification. The Italian respondents placed 
most significance on this strategy with an average of 3.9(09) (table 5.9). This is not 
surprising given their focus on growth within the home market. However, the validity 
of the subsequent data are questioned when the results are analysed cross-nationally. 
A problem may have arisen if respondents rated formats they were already using, 
which would obviously bias the results in favour of those format types. This seems 
likely as the French and Germans rated the hypermarket as the most favourable store 
type, UK respondents the superstore, and the Dutch the supermarket. This points to 
a problem in the methodology, particularly the wording of this question, and hence 
little further information can be drawn regarding this issue.
Expansion into a New Retail Sector
Average answers for the favourability of moving into a new retail sector clustered 
around the rating of 'little opportunity'. UK retailers took the most positive approach 
illustrated by a mean score of 2.8(46) (table 5.11), followed by the Germans with 
2.6(15) (table 5.8) and the Italians with 2.5(83) (table 5.9). Both the French and Dutch 
respondents rated the strategy as holding 'little opportunity'. From the retail sectors 
given as categories, all national groups perceived the DIY sector as providing the best 
option. This supports observable evidence of the link between the food and the home 
improvement sector.
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Expansion into a Non-Retail Sector
All national groups rated the prospect of moving into a non-retail sector as holding 
'little opportunity', with the exception of the Italians who gave an average score of 
2.2(31) (table 5.9). Further,they perceived considerable opportunities in the retail 
sector. The only other comparatively high figure was the Dutch score for the property 
sector, which averaged at 2.4(44) (table 5.10). There was a high degree of consensus 
that the manufacturing sector was the least favourable option. Standard deviations were 
less than 0.5 for all national groups but the Dutch.
5.2.5 Analysis of The Cross-national View
From the results presented in tables 5.3 and tables 5.7 to 5.11 it is concluded that for 
the group as a whole, and for the majority of national groups, geographical expansion, 
and especially internationalisation, are perceived as being extremely favourable 
strategies. Further, results from the Delphi study support suggestions within the 
literature that internationalisation is a high risk and high investment option, but is still 
attractive due to the significant potential it offers for growth.
As before, the cross-national results were plotted on a graph adapted from Treadgold 
(1991) (figure 3.8). The vertical axis represented respondents' propensity to 
internationalise, and the horizontal axis their propensity to expand in terms of product. 
Figure 5.2 illustrates the favourability of expanding product ranges, figure 5.3 
diversifying into new retail formats, figure 5.4 moving into a new retail sector and 
figure 5.5 expanding in a non-retail industry. As with the data for the sample as a 
whole, no direct linear relationship was observable.
Correlation coefficients were calculated to establish if and to what extent a linear 
relationship existed between the four sets of variables. The results of these calculations 
are given in table 5.12 and show negative correlations, implying that as the 
favourability of internationalisation increases, the favourability of the other 
diversification strategies decreases. Thus, as internationalisation is increasingly
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perceived as favourable, the other non-geo graphical strategies are perceived as less 
favourable.
The r^ y^  correlation coefficient value for internationalisation and product expansion was 
again in the 'weak, low association' region [Rowntree, 1981]. The correlation between 
internationalisation and format expansion was in the region of a 'strong, high, marked 
association', the correlation between internationalisation and diversification into a non­
food retail sector was a 'moderate association', and the correlation between 
internationalisation and diversifying into a non-retail sector was a 'very high, very 
strong relationship'.
Although this result is a very different result from that for the group as a whole, it 
does have some logic. It suggests that if retailers rate internationalisation as highly 
favourable, then they rate other strategies, particularly diversification into non-retail 
industries as very unfavourable, thus they appear to be concentrating on the strategy 
of internationalisation. However, caution must be taken when considering these 
results. They are based on the average scores of respondents divided by country of 
origin. Not only are the cell sizes small, but there is a fair degree of dispersion within 
each group. It is suggested that the results in table 5.6 based on the sample as a whole 
are more reliable, and hence there are only very weak correlations between the rating 
of internationalisation and other diversification strategies.
The cross-national responses tended to cluster. From this it was decided to interpret 
the cross-national data in the light of Gogel and Larréché's (1989) 'International 
Competitive Posture Matrix' (figure 3.8). Similarly to the results for the entire sample, 
the cross-national results showed a propensity to cluster. Figure 5.2 illustrates the 
average response of the whole group and national groups regarding the favourability 
of expanding product lines whilst also internationalising. The responses tended to 
cluster in the top right hand comer of the matrix, namely the position of the Kings in 
Gogel and Larréché's model.
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Table 5.12
Correlation Coefficients: Cross-national Analysis
Variables r , /
International Expansion and Product Expansion - 0.2024
International Expansion and Format Diversification - 0.7959
International Expansion and Retail Sector Diversification - 0.5878
International Expansion and Non-retail Sector Diversification - 0.9253
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Each of the national groups perceived this as the best expansion strategy. Figure 5.3 
plots the responses in terms of diversifying retail formats shows a similar pattern.
Figure 5.3 illustrates the responses regarding diversifying into a new retail sector. 
There is a difference in response between national groups. Whilst respondents from 
Italy, Germany and the UK all perceived the strategy to be in the Kings part of the 
matrix, the average response for the entire sample and the mean response from 
retailers in the Netherlands and France placed this strategy in the top left hand part of 
the matrix, namely the position of Crusaders. From this it may be interpreted that such 
a strategy is not perceived as the best option by all. Following on from this, figure 5.4 
represents the opinions of respondents towards employing a strategy of moving into 
a non-retail sector whilst also expanding internationally. Respondents from all national 
groups are located in the Crusader part of the matrix, indicating that this strategy is 
not perceived to be as favourable.
From Gogel and Larréché’s [1989] model it may be interpreted that retailers’ 
perceptions of combined expansion strategies fell into two positions, either Kings or 
Crusaders. As a furtherance of this, it may be interpreted that the most favoured 
strategies are those that are plotted in the Kings section of the chart. A strategy of 
increasing international coverage whilst also expanding product lines or diversifying 
retail formats is therefore perceived as the most advantageous strategy. As defined by 
Gogel and Larréché [1989], companies employing such strategies and hence being in 
the position of Kings on the matrix are; Hn the context o f 1992, ... in the best position 
to have a "Euromarketing" approach', [Gogel and Larréché, 1989, p. 137]. 
Conversely, by employing strategies of moving into other retail sectors and non-retail 
sectors, retailers face being in the position of Crusaders in terms of the matrix, namely 
that; 'In the context o f1992, they are vulnerable to an increasing level o f  competition', 
[p. 137]. Thus, it is suggested that the ultimate aim of the retailers surveyed was to 
take a Euromarketing approach. Underlying such an assumption is the fact that they 
are increasingly looking at expansion on an international scale.
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Figure 5.2
International and Product Expansion: Cross-national Analysis
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Figure 5.4
International and Retail Sector Expansion: Cross-national Analysis
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5.3 INTERNATIONAL EXPANSION: THE GLOBAL LEVEL
As illustrated in table 5.3, respondents considered that international expansion offered 
at least some opportunities and was ranked as one of the most favourable strategies 
for growth. Additionally, qualitative information drawn from the Delphi study 
emphasised the perceived opportunities provided by internationalisation. Respondents 
noted not only the increased size of the organisation and financial growth that are 
associated with international expansion, but also less tangible gains. Specific examples 
cited were transfers in knowledge, such as in terms of management skills and 
technological advancement, and also, status achieved by being internationally 
recognised. The combination of reasons for actively seeking opportunities within 
foreign markets in conjunction with limited growth opportunities at home for many 
retailers underlies the increase in both the number of companies expanding 
internationally, and also, the increasing scale and direction of expansion.
Chapter three has discussed factors influencing the direction of international 
expansion. A retailer may initially move into a market that is geographically, culturally 
and economically proximate. Over time as their experience within the international 
arena increases, they will move further afield in terms of geographical and/or 
psychological distance. Observational evidence illustrates international moves by 
retailers into markets that are geographically distant. In these cases, cultural links are 
often attributable. Examples are the transfer of retail concepts, management functions 
and organisations between North America and the UK [Kacker, 1985], and French 
retailers, such as Carrefour, expanding into Latin America [Burt, 1986]. These links 
are based upon historic, colonial and perhaps neo-colonial relations, the strength of 
which have outweighed the problems of geographical and/or structural distance.
5.3.1 The Overall View
Respondents were asked to evaluate the opportunity provided by world regions. Table 
5.13 indicates the average response for the sample as a whole and on a cross-national
2 9 0
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basis. Figure 5.6 illustrates the average rating of the world regions. Clearly, for the 
entire sample, Europe was seen as the most favourable region for expansion with a 
mean score of 3.5(56). This is followed by North America and the Far East, both of 
which were rated as being of some opportunity. Latin America and Australasia were 
seen as representing less than little opportunity.
The results suggest that moving into markets that are geographically, culturally and 
economically proximate is a favourable strategy. Europe’s ranking as the most 
favourable world region suggests that border hopping is a trend that is likely to 
continue. As discussed in chapter three, a major consideration for retailers in the food 
sector is the issue of logistics. Border hopping may allow the synergy of distribution 
networks that would not be possible if entering a market located further from the 
home market.
2 9 1
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Table 5.13
Expansion at the Global Level
All 1 2 3 4 5 Mean Std dev n=
% % % % %
Europe 5.4 12.0 27.2 31.5 23.9 3.565 1.142 92
North America 35.2 12.5 17.0 23.9 11.4 2.636 1.456 88
Far East 41.4 23.0 14.9 14.9 5.7 2.207 1.286 87
Latin America 52.9 26.4 5.7 12.6 2.3 1.851 1.136 87
Australasia 61.1 30.2 3.5 1.2 3.5 1.547 0.903 86
France 1 2 3 4 5 Mean Std dev n =
% % % % %
Europe 5.6 5.6 16.7 44.4 27.8 3.833 1.098 18
North America 25.0 50.0 18.8 6.3 0.0 2.063 0.854 16
Far East 5.9 5.9 11.8 58.8 17.6 3.765 1.033 17
Latin America 5.9 11.8 11.8 64.7 5.9 3.529 1.007 17
Australasia 43.8 43.8 0.0 6.3 6.3 1.875 1.147 16
Germany 1 2 3 4 5 Mean Std dev n =
% % % % %
Europe 0.0 0.0 7.1 42.9 50.0 4.429 0.646 14
North America 7.7 7.7 46.2 38.5 0.0 3.154 0.899 13
Far East 15.4 38.5 46.2 0.0 0.0 2.308 0.751 13
Latin America 38.5 53.8 7.7 0.0 0.0 1.692 0.630 13
Australasia 46.2 38.5 15.4 0.0 0.0 1.692 0.751 13
Italy 1 2 3 4 5 Mean Std dev n =
% % % % %
Europe 14.3 28.6 21.4 14.3 21.4 3.000 1.414 14
North America 85.7 14.3 0.0 0.0 0.0 1.143 0.363 14
Far East 92.9 7.1 0.0 0.0 0.0 1.071 0.267 14
Latin America 92.9 7.1 0.0 0.0 0.0 1.071 0.276 14
Australasia 100.0 0.0 0.0 0.0 0.0 1.000 0.000 14
Netherlands 1 2 3 4 5 Mean Std dev n =
% % % % %
Europe 0.0 9.1 45.5 27.3 18.2 3.545 0.934 11
North America 30.0 0.0 10.0 20.0 40.0 3.400 1.776 10
Far East 30.0 30.0 10.0 20.0 lO.O 2.500 1.434 10
Latin America 60.0 30.0 10.0 0.0 0.0 1.500 0.707 10
Australasia 60.0 20.0 10.0 0.0 10.0 1.800 1.317 10
UK 1 2 3 4 5 Mean Std dev n =
% % % % %
Europe 6.5 12.9 35.5 29.0 16.1 3.355 1.112 31
North America 22.6 0.0 16.1 41.9 19.4 3.355 1.427 31
Far East 44.8 34.5 13.8 3.4 3.4 1.862 1.026 29
Latin America 58.6 34.5 3.4 0.0 3.4 1.552 0.870 29
Australasia 55.2 41.4 0.0 0.0 3.4 1.552 0.827 29
1= no real opportunity, 2= little opportunity, 3= possible opportunity, 
4= good opportunity, 5= extremely good opportunity
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Figure 5.6
Global Expansion: All Respondents
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Further, when considered in the light of responses to other questions, it appears that 
the establishment of the SEM may have intensified this trend. The reduction in barriers 
of a physical, fiscal and technical nature all ease the difficulties of crossing borders 
within the EU. Given that this survey was carried out just after the establishment of 
the SEM, it seems probable that an influence is the perceived, rather than realised, 
expectations of the SEM for the future. The 1992 programme has focused attention on 
the European market as a whole.
The comparative favourability of North America is in accordance with findings from 
the literature. International moves by European retailers into North America have been 
observed for some time, with examples of success and failure [Rogers, 1989]. 
Although the geographical distance is greater than for moves on an intra-European 
level, it has been claimed that cultural and psychological distance is comparatively 
small. This is often put down, at least in terms of moves by UK retailers into North 
America, to the use of the English language throughout most of the region, and also 
associated historical links. Salmon and Tordjman [1989] suggest four primary reasons 
why North America continues to be such an attractive environment for European retail 
investment; first, the sheer size of the consumer market in terms of both population 
and disposable income, secondly, the low land and rent costs in comparison to much 
of Europe, thirdly, the political climate which they identify as being liberal in terms 
of market conditions and politically stable, and fourthly, the opportunity that being in 
North America provides to experience innovations of retail concepts, technology and 
management expertise.
The comparative favourability of the Far East as a target for expansion is less obvious. 
Here, not only are geographical distances large, but also it would appear that so too 
are cultural and structural differences. Evidence from the literature suggests possible 
motives underlying this favourable perception of the region are high rates of economic 
growth being experienced in parts of the Far East and the consequent demand for 
consumer goods and services previously unavailable. Additionally, the impact of
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colonial and in some cases neo-colonial ties between some Far East nations and 
Europe appears to be a contributory factor to its relative attractiveness.
It is perhaps expected that overall European retailers would not view Latin America 
or Australasia as being particularly attractive world regions. Although there are 
cultural and historical links between some European nations and parts of these regions, 
it is assumed that for the most part the vast geographical distances involved would be 
too great for psychological proximity to overcome. There are examples of European 
retailers moving into these regions, some of which appear to have been more 
successful, for example Carrefour’s operations in Latin America. However, others have 
had less success, as exemplified by Debenham’s move into and subsequent withdrawal 
from Australia.
5.3.2 Analysis of the General View
In terms of Treadgold's (1991) 'Stages of International Development' matrix (see figure 
3.9), which suggests that retailers move through three stages of being reluctant, 
cautious and finally ambitious internationalists, it would appear that in general 
European food retailers are in the reluctant-Xo-cautious stages. As previously noted, 
they perceive great potential in terms of employing strategies of internationalisation. 
However, there is also evidence to suggest that they conform to Burt's [1993] theory 
that, at least initially, retailers choose markets that are geographically, culturally and 
economically proximate. Although this theory was offered as a means of interpreting 
specific international moves by individual retailers, it would appear that it also applies 
in terms of the perceptions of the retailers surveyed. Indeed, it is suggested that the 
theory is most useful when employed as a means of interpreting the process of 
internationalisation at a general rather than specific level.
In addition, the influence of the sector of the core retail activity requires further 
attention. In terms of Treadgold's [1991] model of expansion (figure 3.5), evidence 
was based on the observable strategies of the largest twenty European retailers. As
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previously mentioned, this list is dominated by food retailers. However, retailers whose 
core activity is focused upon non-food sectors, such as variety and mail order, are also 
evident. It is suggested that Treadgold's model is most appropriate for the food retail 
sector. Based on both observational evidence and the empirical results of this survey, 
there does indeed seem to be a trend of retailers initially being reluctant to 
internationalise, then making cautious moves into proximate markets, and with 
growing experience in the international arena becoming more ambitious in terms of 
internationalisation.
In contrast, retailers in non-food sectors have a more diverse range of options when 
internationalising partly due to their different requirements in, for example, logistics 
and sourcing. Some retailers, particularly those in the fashion sector or focused on 
niche opportunities such as Benetton and the Body Shop, internationalise at a 
relatively early stage in their development. This is partly due to the fact that they are 
able to employ organic growth and franchising as methods of market entry, and hence 
can move in on a store by store basis which reduces the level of investment and the 
risk factor. Further, they often move into markets that are distant in terms of both 
geography and culture and employ a more global approach that is not found in the 
food sector. Thus, it may be interpreted that although Treadgold's model was based 
upon evidence of large scale retailers, in the main he was predominantly focusing 
upon the food retail sector.
5.3.3 The Cross-national Analysis
To some extent the results are better explained when they are evaluated by the country 
in which the respondent's company was based rather than for the group as a whole. 
Although the general response affirmed underlying reasons for particular geographical 
expansion strategies drawn from the literature, there was a certain amount of diversity 
on a cross-national basis. For example, Dutch and UK retailers were more likely to 
recognize opportunities in the North American market, at least 60% of Dutch and UK 
respondents considered North America to offer 'good or 'extremely good  opportunities
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for expansion. However, there was a degree of polarisation in the Dutch and UK 
responses toward the opportunities in North America. A significant minority of both 
Dutch and UK directors saw 'no real opportunity' in the North American market. In 
contrast French retailers placed emphasis upon Latin America and the Far East. More 
than 70% were prepared to say that they considered that 'good or 'extremely good 
opportunities existed in Latin American and the Far East.
The small number of Spanish retailers who took part in this survey, along with Italian 
retailers, were focused upon the European market. Given the limited number of large 
retailers in these markets and the opportunities for expansion which exist in the Italian 
and Spanish markets such results are to some extent to be expected.
Although German respondents were not dismissive of markets outside Europe, they 
were the most inclined toward European expansion. This caution toward distant 
international markets and thereby a tendency toward favouring geographically 
proximate markets, which is intimated by this result, was also evident in German 
directors response to questions concerning the opportunities afforded by specific 
European markets.
5.3.4 Analysis of the Cross-national View
When analysed in the light of previous research focused on this area, the results would 
seem to indicate ceratin trends. Previous studies carried out by Alexander and Marsh 
[1993], Killen and Lees [1988] and Robinson and Clarke-Hill [1990], all reveal a 
similar link between UK retailers and the North American market. The favourability 
of the North American market is further reinforced by observational evidence [Kacker, 
1985; Stemquist and Kacker, 1994; Treadgold, 1990a]. UK retail investment in North 
America has occurred to such an extent that it has outweighed that of all other 
combined European foreign direct investment [Rogers, 1989]. However, the changing 
attitudes towards North America and Europe on a comparative basis reveal that
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although North America is still viewed favourably, much more opportunity is 
perceived in post-1992 Europe [Alexander, 1990a, 1990b].
Further, Alexander and Marsh's [1993] empirical enquiry of UK retailers points to a 
difference in the attitudes of retailers on a sectoral basis. Whilst overall UK retailers 
were becoming much more positive towards the EU in terms of opportunities for 
expansion, retailers whose core activity is in the food sector were still more positive 
towards North America. If this is indeed the case, it gives weight to Burt's [1993] 
concept of the impact of geographical, cultural and economic proximity. Although 
North America is geographically further from the UK, it may be claimed that 
culturally parts of North America are similar, and that economically the market has 
much to offer.
It is suggested that market conditions are particularly fundamental to food retailers 
considering internationalisation as they are forced to enter new markets on a larger 
scale due to the nature of the industry and their distribution requirements. Unlike 
retailers in the non-food sector, they do not have the opportunity to test the market by 
moving in on an incremental basis using methods of franchise or organic growth. 
Further, as Alexander and Marsh [1993] note, caution must be taken with the analysis 
of an empirical enquiry which has sought the views and opinions of key respondents 
in the industry. It is likely that a degree of self-justification may bias the responses. 
As previously noted, over the last couple of decades far more investment by UK 
retailers has been directed at the North American market than in Europe [Rogers, 
1989], and thus it seems likely that a number of UK retailers would feel committed 
to this strategy. This is perhaps particularly true for UK food retailers who have in the 
main concentrated their international focus upon North America. Thus, the retailers 
surveyed may have more reason than their colleagues in the non-food sectors to justify 
such a strategy.
29 8
Chapter 5: The Direction o f Expansion
The French were by far the most inclined to see opportunities in distant markets. 
However, they also showed considerable interest in Europe. Thus, it would appear that 
moving into proximate markets and those of a considerable distance from the home 
market are not mutually exclusive strategies for some retailers. To some extent the 
Dutch also followed this dual strategy with their emphasis upon both North America 
and Europe. By contrast, German respondents were very much focused upon European 
markets, affirming Burt's [1993] view that retailers are constrained by the factors of 
geographical and cultural distance.
5.4 THE INTRA-EUROPEAN SCALE
As previously stated, overall Europe was perceived as being by far the most 
favourable world region. This was the case for the sample as a whole and for all 
groups when broken down into country of origin, with the exception of the UK group 
which perceived equal opportunities in Europe and North America. Following on from 
the question regarding the favourability of world regions, respondents were given a list 
of European countries, comprising markets within the EU and outside it, and again 
asked to rate the opportunity they felt these markets provided. From analysis of the 
results it was hoped that an insight into internationalisation on an intra-regional level 
would be gained. In particular, the aim was to address such issues as the impact of the 
SEM on patterns of intra-European internationalisation, the process of border hopping, 
and, analysis of the particular characteristics of markets that make them attractive.
5.4.1 The Markets
Table 5.14 presents European retail directors' evaluation of national European markets. 
Again, as was the case with the world regions, while respondents from across the 
Community tended to be in agreement about those markets in which they did not see 
opportunities, particularly Ireland, the EFT A countries, and Russia, they were less 
inclined to agree on those markets which did provide good opportunities. As
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previously discussed in chapter three, much of the literature focused on retail 
internationalisation has suggested the decision to internationalise is based upon push 
factors, whilst the choice of a particular market has been determined by pull factors. 
Subjective data drawn from the Delphi study indicated a number of issues that may 
be seen as motives for choosing one market over another.
Southern Europe
Some markets, such as those which may be described in retailing terms as less 
developed but within the European Union, namely Italy, Spain and Portugal, were 
considered to offer good opportunities. Such opinions are backed up by observational 
evidence of a large amount of foreign investment in the food retailing industries of 
these countries, particularly by French and British companies. As table 5.15 
illustrates, the southern markets were perceived by Delphi respondents as the most 
attractive group of markets with a mean of 4.1(43). This illustrates just how much 
significance retailers placed upon the less structured Southern markets and provides 
some validity to the findings from the postal questionnaire.
Information taken from the results of the Delphi study suggest a number of reasons 
for the attractiveness of southern markets. First, although the retail structure is 
relatively underdeveloped, especially in some regions of these markets, the growing 
economy is providing great opportunities for expansion with little competition from 
indigenous retailers who are still mainly traditional and so unable to compete on the 
scale of the multiples.
Secondly, consumer demand, particularly in urban areas, is changing in favour of the 
self-service, one-stop shopping offer provided by foreign multiples. Thirdly, the 
markets of southern Europe are relatively geographically proximate to companies' 
home markets and thus, logistic and distribution requirements are easier to fulfil than 
might be the case in other less developed European markets, namely those in the East. 
The fact that Greece, despite being an underdeveloped market, was not considered a
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Table 5.14
European Market Evaluation: The General View
Mean Std Mean Std
dev dev
Spain 3.124 1.214 Austria 2.307 1.032
Italy 3.027 1.205 Greece 2.287 1.284
Portugal 2.978 1.196 UK 2.203 1.126
Czech Republic 2.798 1.124 Denmark 2.138 0.967
Hungary 2.788 1.124 Switzerland 2.047 1.005
France 2.648 1.196 Norway 1.897 0.822
Poland 2.548 1.091 Russia 1,893 0,878
Germany 2.403 1.122 Sweden 1.874 0.833
Belg./Lux 2.402 1.094 Finland 1.862 0.765
Netherlands 2.351 1.010 Ireland 1.816 0.740
1= extremely unfavourable, 2= unfavourable, 3= moderately favourable, 
4= favourable, 5= extremely favourable.
Table 5.15
Delphi Questionnaire 2: European Markets
European Region 1 2 3 4 5 Mean Std n =
% % % % % Dev
Southern 0.0 7.1 28.6 35.7 21.4 4.143 1.610 13
Eastern 21.4 7.1 42.9 21.4 7.1 2.857 1.231 14
Northern 7.1 64.3 28.6 0.0 0.0 2,214 0.579 14
Mid 21.4 50.0 21.4 0.0 0.0 2.000 0.679 14
Peripheral 28.6 57.1 14.3 0.0 0.0 1.857 0.663 14
1 = extremely unfavourable, 5 = extremely favourable
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favourable option lends weight to this concept. The fact that Greece is geographically 
peripheral to north-west Europe causes problems of inaccessibility.
Eastern Europe
The markets of the Czech Republic, Hungary and Poland were considered to provide 
reasonable opportunities. This would suggest that, as with the EU markets of Italy, 
Spain and Portugal, food retailers are particularly conscious of the opportunities in 
developing retail structures, the role they have to play in the development of those 
structures, and, the advantages in the medium to long term to be gained from their 
expansion in such markets. It is also noteworthy that the East European markets that 
were considered to offer opportunities are geographically proximate to large European 
markets and thereby reasonably accessible from them. In contrast, the Russian market 
was considered a poor international option.
In general, the Delphi results suggested the attractiveness of Eastern markets was 
second only to the markets of Southern Europe. Evidence from the Delphi study 
stressed that the distribution and logistical considerations of expansion in the markets 
of the east should not be underestimated. They were also considered to be high risk 
options due to political and economic instability and consequently, long term 
investment options.
Mid Europe and EFTA Countries
The smaller European markets of the EU and the prosperous, if  small and relatively 
remote markets of the EFTA countries, were not generally considered to offer 
expansion opportunities. Subjective information suggested this was primarily due to 
the lack of potential growth in consumer demand in small and structurally developed 
markets, and the associated high level of competition posed by indigenous retailers. 
Observational evidence reinforces this view by way of the fact established retailers 
from these markets, such as Belgium's GIB and Denmark's Netto, are operating in the
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international arena [CIG, 1994], suggesting at least to some degree a lack of 
opportunities in the food retailing industry at home.
North-west Europe
The structurally developed large core markets of the EU were seen to offer some 
opportunities. The levels of economic prosperity and stable political environment 
provide a relatively low risk environment for expansion into. Additionally, the highly 
developed retail structure provides a good distribution network and also the 
opportunity for acquisition and joint venture. However, given the development that has 
already occurred in these markets and hence the levels of market concentration already 
attained by indigenous retailers, it is not surprising that they were ranked below other 
promising markets. The Delphi survey confirmed that this group of markets were seen 
as less attractive than some markets, notably the Southern group but more than others, 
particularly peripheral markets.
5.4.2 Market Choice: An Evaluation of Influencing Factors
A factor that was stated time and time again, as well as being a major theme running 
through the literature in terms of rationale for choosing a particular market was the 
level of economic development, and more particularly the level of development of the 
retail structure. A number of different factors are often used to measure this as 
discussed in chapter three. Markets of the EU with developing retail structures are 
indicated by the high numbers of food retail outlets per head of population, low 
average numbers of employees per retail enterprise and low numbers of wage and 
salary earners. Table 5.16 considers the empirical results along side key determinants 
of retail structural development. Based on secondary source data, the markets of the 
EU are placed in four categories; developing markets, large core markets, small core 
markets and peripheral markets.
There appears to be an anomaly in that the most favoured markets include those that 
are underdeveloped and subsequently, the most advanced markets. This implies that
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Table 5.16
Market Evaluation and Retail Structure
(a) (b) (c) (d) (e)
Survey Living Food Persons Wage &
Stdard. Stores Employ. Salary
(,000 (/,000 (/ enterp.)
ECU) Pop.)
Developing Markets:
Spain 3.1 14.6 5.13 3.2 46.6
Italy 3.0 19.2 5.86 2.6 38.7
Portugal 3.0 10.4 9.37 2.1 46.8
Large Core Markets:
France 2.6 20.2 2.74 4.5 74.1
Germany 2.4 21.1 1.94 5.4 84.6
UK 2.2 19.7 2.54 8.7 84.2
Small Core Markets:
Belgium 2.4 19.1 4.21 2.1 52.4
Netherld. 2.5 19.1 3.01 6.7 79.1
Denmark 2.1 19.8 2.91 4.2 84.0
Peripheral Markets:
Greece 2.3 9.9 5.43 1.9 28.9
Ireland 1.8 19.2 3.34 4.5 70.2
(a)
1= extremely unfavourable, 2= unfavourable, 3= moderately favourable,
4= favourable, 5= extremely favourable
(b) per capita GDP at current prices and purchasing power standards 1990 - West 
German figures
(c) 1991 - West German figures
(d) 1988-90
(e)1987-91
Source: Eurostat, [1993], CIG [1993]
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the attraction of a market based on the level of structural development is more 
complex than a direct linear relationship. The empirical results illustrate that both 
developed and undeveloped markets can both be favourable and unfavourable 
expansion options, and yet respondents' justifications for favouring a region or 
perceiving it as holding little potential commonly cited the fact that a market was 
developed, or conversely was not developed.
It was decided to test if there was a relationship between the level of favourability of 
the markets and a number of measures of development. The mean score for the 
favourability of each market given by the entire sample was plotted on the vertical 
axis of a scatter graph, and on the horizontal axis a series of factors used to give an 
indication of the level of development. The secondary source data are given in table 
5.17 and includes the GDP, GDP per capita, the number of persons employed per 
enterprise, the percentage of wage and salaried staff, and the number of population per 
food store [CIG, 1993b; Eurostat, 1993]. None of the indicators of the level of retail 
structure development provided a visible direct linear relationship when plotted against 
the overall favourability of the markets.
The correlation coefficients for the same five sets of variables were then calculated. 
As illustrated in table 5.18, the correlation between the favourability of markets for 
entry into and the income per capita produced a negative correlation with a 'weak, low 
association' [Rowntree, 1981]. A similar correlation coefficient was calculated using 
the number of people per enterprise. The correlation using the factors of number of 
food stores per thousand population and the percentage of waged and salaried staff 
produced a 'moderate association' [Rowntree, 1981].
The correlation between the attractiveness of a market and the number of food stores 
per thousand population produced a positive correlation. This suggests that a high 
number of food stores per thousand population, indicating a low level of retail
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Table 5.17
Demographic and Economic Background
Country Popltn Area Popltn
per
GDP Consumer
expenditure
('000) (km^) km^ Total
(Ecu
bn)
per
capita
(Ecu)
Total
(Ecu
bn)
per
capita
(Ecu)
France 56,625 547,026 104 975.0 17,218 585.2 10,334
Germany 79,800a 357,100a 223a 1,276.1 19,953 677.1 10,588
Italy 57,746 301,280 192 924.7 16,013 578.0 10,009
Netherlands 15,010 41,860 359 233.5 15,556 138.9 9,254
Spain 39,010 505,000 77 422.5 10,831 264.0 6,767
UK 57,411 244,100 235 805.6 14,032 515.3 8,976
a Federal Republic of Germany, others for West Germany only
Source: CIG [1993]
Table 5.18
Correlation Coefficients: Cross National Analysis
Variables
Market Favourability and Income ('000 ECU)
Market Favourability and No. of Food Stores per '000 pop. 
Market Favourability and No. of Persons per Enterprise 
Market Favourability and % Waged and Salaried Staff
xy
- 0.3661 
0.6213
- 0.3927
- 0.5154
3 0 6
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structure development, is related to a market being considered attractive. The 
calculation using the percentage of waged and salaried staff produced a negative 
correlation, a low percentage of waged and salaried staff, indicating an underdeveloped 
retail structure, indicated a more favourable market. It would therefore seem there is 
some link between the underdeveloped nature of retail sectors and their high rating as 
options for expansion, however due to the limited sample size and only moderately 
strong correlation this conclusion would need further evidence.
The graph plotting the levels of people per food outlet in each country against the 
perceived favourability of the market did provide some interesting clusters (see figure 
5.7). As Davies and Whitehead [1993] have suggested, the level of people per food 
outlet is a good indicator of the level of structural development of the retail industry. 
The number of outlets at first rises as the level of economic development increases, 
and then begins to curve off and then reduce as the retail structure becomes further 
developed (see figure 2.6) . This is explained by the fact that a developing economy 
can support a growing retail industry, however once a certain level of development is 
attained the very nature of the industry changes, namely the small independent 
retailers give way to multiples who have fewer but larger stores.
In figure 5.7 the southern markets of Italy, Spain and Portugal are plotted on the left 
side of the graph, where there are relatively low numbers of people per food outlet, 
and thus high levels of stores per thousand population, illustrating a relatively 
underdeveloped retail structure. In comparison the mature north-west markets of 
France, the UK and Germany are plotted to the right of the graph, indicating their high 
number of people per food outlet and hence high level of retail structural development. 
The eastern markets were not plotted on the chart for two reasons. First, sufficiently 
comparable data in terms of the numbers of food stores were not available. Secondly, 
the number of people per food outlet may not be a good indicator of the level of 
structural development due to the fact that the contemporary retail industry is based 
on the legacy of a non-market economy structure.
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Figure 5.7
Typology of European Markets:
Favourability of Expansion Related to Level of Retail Structure Development
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As previously stated, no strong linear relationship occurred in terms of the level of 
retail market development and the respondents' perceived favourability of the market. 
However, three main clusters of countries did occur. The first cluster contained the 
three southern markets of Italy, Spain and Portugal which were perceived most 
favourably and collectively had relatively low levels of retail structural development. 
Secondly, France, the UK and Germany were all perceived as being relatively 
favourable for expansion and collectively had high levels of structural development. 
The third cluster comprised the mid European countries of Belgium, Luxembourg and 
the Netherlands and although they were perceived as being less favourable than the 
other two clusters, they were still rated more highly than the remaining countries.
In addition to their level of structural development, the three clusters can be described 
in terms of geography, cluster one being located in southern Europe, cluster two in 
northern Europe, and the third cluster in mid Europe. The remaining nations, with 
varying levels of retail structure development, may be described in the main as being 
geographically peripheral.
Although figure 5.7 merely illustrates the evidence already commented on from the 
tables, it does serve as indicator of a number of themes. First, that the level of market 
development is an influencing factor. The dichotomy that the two most favoured 
groups of markets contain some of the most highly developed and the most 
undeveloped markets, it would appear there are a number of influencing factors. 
Indeed, subjective evidence from the Delphi study reiterates this in that both clusters 
of markets have pull factors, but for very different reasons (see table 5.19). The 
underdeveloped markets are attractive due to such factors as their low levels of 
indigenous competition, and high projected growth in consumer demand. In 
comparison, the highly developed markets are attractive due to their stable political 
climate and prosperous economies, ease of supply and distribution, and opportunity 
for employing growth strategies of acquisition and joint venture.
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Table 5.19
Delphi Study: Factors Influencing Market Choice
PUSH FACTORS; Reasons Why a Market Would Not be Chosen
- Structurally mature market with little growth potential
- Highly concentrated, competitive market / saturated market
- No suitable options for acquisition / joint venture
- Restrictive legislation for expansion; planning regulations, acquisition restrictions
- Geographically peripheral / distant
- Political and economic instability
- Poor distribution network
- Small scale market with little growth potential
PULL FACTORS; Reasons Why a Market Would be Chosen
- Growth economy / suitable socioeconomic conditions / high consumer expenditure
- Underdeveloped retail structure with little competition
- Suitable options for acquisition / joint venture
- No / few legislative restrictions on expansion
- Geographical proximity
- Political and economic stability
- Good / suitable distribution network
- Potential synergies / similar consumer demand
- Large scale market
- Experience in retail sector through sourcing / buying alliance relations
3 1 0
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The perceived attractiveness of European markets would appear to be related to their 
geographic location. Although geography is to some extent related to the level of 
structural development, where the most developed markets are found in the north-west 
and the underdeveloped markets in the south, this is not the sole link. The fact that 
the clusters of markets based on the perceived favourability for expansion also ties in 
with European regions perhaps gives some weight to the concept of the increasing 
régionalisation in Europe. As the importance of national borders is reduced as part of 
the SEM, and indeed perhaps more importantly the perceptions of regional boundaries 
rather than those dividing nation-states become increasingly important, then it is 
suggested that it is likely that border hopping will become an increasing phenomenon. 
It is suggested that in some cases a retailer may find it a more successful strategy to 
move across national borders than continue growth within the original market.
5.4.3 A Cross-national Evaluation
Table 5.20 presents the assessment of the opportunities within European markets by 
retailers based in France, Germany, the Netherlands, Italy and the UK. As with the 
previous results, the Spanish figures are not given because of the small number of 
Spanish responses. While caution should be taken with these figures because of the 
number of retailers in each group, it is suggested that these results are indicative of 
thinking within retail organisations in these markets. Based on the average response 
of retailers divided by their market of origin, from the three factors of geographic and 
cultural proximity, and the development of the retail structure, some tentative 
conclusions may be drawn regarding expansion at the intra-European scale.
While overall Italy, Portugal and Spain were considered the most attractive markets, 
this view was not evenly spread throughout the community. French directors greatly 
favoured the geographically and culturally proximate and underdeveloped retail 
markets of Italy, Portugal and Spain. These markets were also considered to provide 
opportunities by Dutch retailers but German and UK retailers were less enthusiastic. 
Indeed, French retailers appeared particularly conscious of the opportunities of
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Table 5.20
European Market Evaluation: Cross-national Analysis
Market:
France Germany Netherlds UK Ital)
Spain 3.7 2.6 3.3 3.1 2.7
Italy 3.8 2.4 3.0 2.9 *
Portugal 3.6 2.6 3.3 2.6 2.9
Czech Rep. 2.9 3.2 3.2 2.4 2.8
Hungary 2.9 3.3 2.7 2.6 2.7
France * 3.3 2.2 3.1 1.5
Poland 2.8 2.7 2.5 2.4 2.3
Germany 2.6 * 2.6 2.5 1.9
Belg/Lux 2.4 3.7 2.7 2.2 1.4
Netherld 1.9 3.6 * 2.6 1.4
Austria 2.2 3.2 2.6 2.1 1.9
Greece 3.4 1.9 1.6 1.8 2.4
UK 1.9 3.4 2.1 * 1.6
Denmark 1.9 3.4 2.4 2.0 1.4
Switzerland 1.8 2.9 2.1 1.9 1.9
Norway 1.9 2.3 2.1 2.0 1.3
Russia 1.6 2.0 1.9 2.0 1.7
Sweden 1.9 2.3 2.0 1.9 1.3
Finland 1.8 2.4 2.0 1.9 1.3
Ireland 1.8 1.9 1.8 2.1 1.3
1= extremely unfavourable, 2= unfavourable, 3= moderately favourable, 
4= favourable, 5= extremely favourable.
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underdeveloped markets both within and outside the EU. French retailers saw some 
opportunities in the comparatively geographically distant markets of Hungary, Poland 
and Greece. Although unenthusiastic about the opportunities in the Greek market, 
Dutch retailers' shared similar attitudes to these markets. Like the French retailers, they 
did not envisage many opportunities in the UK market but were prepared to recognize 
some opportunities in Germany.
German retailers tended to favour markets which allowed border hopping activity both 
within and outside the EU. They saw opportunities in markets which are developed 
as well as in markets which are undeveloped. Their favourable evaluation of the UK 
market contrasted sharply with the evaluation of the UK made by French retailers. In 
this, the German retail directors displayed the same caution which was evident in their 
attitudes toward global markets. UK retail directors underlined their comparative 
reluctance toward European markets. For them, the French and Spanish markets 
offered the greatest opportunity, although, some interest was shown in the Italian 
market.
As previously noted in the methodology, the subjective evidence gained from the 
Delphi study is not of a sufficient quantity to be broken down by country of origin. 
However, it may be assumed that the general statements and justifications from 
respondents for favouring particular markets already noted in section 5.4.2 apply to 
the sub-samples. Perhaps the most obvious contrast between the results when looked 
at on a cross-national basis, is the French focus on developing markets within Europe 
and German retailers perceived favourability of developed retail structures and also 
some markets in Eastern Europe.
The Dutch and UK respondents perceive some opportunities in both developed and 
undeveloped markets, but also perceive a slightly less favourable environment for 
expansion within Europe overall. The results of the French and German respondents 
are in line with the previous attitudes expressed towards the global market, namely
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that the French respondents perceived world regions with less developed retail 
structures as providing the greatest opportunities, whilst the Germans focused attention 
on developed markets, notably Europe.
The responses lend support to the importance of the factors of geographical and 
psychological proximity and the level of development of the retail structure. The 
French focus on Spain, Portugal and to a lesser degree Italy, both in terms of the 
empirical results and observational evidence of retail activity implies that geographical 
proximity is preferable, as are less developed retail structures. As noted in section 
5.4.2, evidence from the Delphi study and from the literature suggests a number of 
reasons for this, not least the low levels of competition from indigenous retailers and 
opportunities for further expansion within these markets.
The German focus on markets in Northern and Eastern Europe again supports the 
influence of geography and the associated link with culture. In contrast they tend to 
favour developed retail structures, but again as previously noted, this is can be 
explained by a number of factors including the relatively high levels of economic 
prosperity, good distribution networks, and, opportunity for acquisition and joint 
venture in these markets.
The results show that in many respects future expansion activity is likely to follow 
similar routes to previous international activity [CIG, 1991a]. For example, French 
food retailers have shown considerable interest in the Italian and Spanish markets in 
the past and continue to perceive favourable opportunities in these markets. German 
interest remains focused upon the core European markets, but also increasingly on the 
markets of Eastern Europe. It is assumed that the process of unification is influential 
in focusing attention upon this region. The perception of some very favourable markets 
in Europe certainly supports the findings in section 5.3 which high lighted the 
importance of intra-European expansion opportunities. This, in conjunction with
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respondents' perceptions of the SEM, would imply that the post-1992 environment is 
a more attractive one for international expansion within the food sector.
5.5 TIMESCALE
As table 5.21 shows, international actions were unlikely for around two-thirds of all 
retailers in the twelve months following the survey (1994-5), and for just over a half 
in the first three years (1994-97). Retailers were far more inclined to suggest that they 
anticipated their company undertaking international expansion at the four to five year 
horizon and beyond. However, around a quarter of retailers considered it was likely 
that they would undertake international expansion in the twelve month period and over 
a third anticipated doing so before the end of 1997, a period for which retailers may 
reasonably be expected to have definite plans. The most distinct group of retailers 
when considered on a national basis were the French retailers, who were far more 
inclined to indicate action in the near future as illustrated in table 5.21.
As previously addressed in this chapter, Treadgold [1991] has suggested in his ' Stages 
on International Development' matrix that, over time, retailers move from a reluctant, 
through cautious, to an ambitious stage in their development. He also suggests that 
international retail activity may be generally characterised in this way. Although, 
Treadgold was referring to the stages in the development of retailing over linear time 
and the spatial distance of markets, his axis may be interpreted so that, as far as time 
is concerned, what is being measured is a propensity to act in a given time and, as far 
as the other axis is concerned, what is measured, is a willingness to move into distant 
markets in both the geographical, psychological and structural sense. Thus, using the 
survey results discussed above, it is possible to evaluate the orientation of the retailers 
surveyed toward the international environment.
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Table 5.21
Timing of International Activity 
The General View
1 2 3 4 5 Mean Std dev
< 1 year 46.9 18.5 9.9 13.6 11.1 2.235 1.443
1-3 years 28.4 24.3 17.6 13.5 16.2 2.649 1.438
4-5 years 18.8 10.9 34.4 25.0 10.9 2.984 1.253
> 5 years 12.9 8.1 33.9 25.8 19.4 3.306 1.249
Cross-national Analysis
France Germany Nether. Italy UK
< 1 Year 3.1 2.2 2.3 1.9 2.3
1-3 Years 3.9 2.1 2.9 2.6 2.6
4-5 Years 4.3 2.9 3.0 3.3 2.9
> 5 Years 4.5 3.3 3.1 3.2 3.2
1= extremely unlikely, 2= unlikely, 3= possible, 4= likely, 5= extremely likely.
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In figure 5.8, it is assumed that retailers will be aware of and reasonably secure in the 
assessment of international moves beyond the twelve month and up to the three year 
planning horizon. Beyond this horizon plans will inevitably be tentative. The 
horizontal axis in figure 5.8 records the likelihood of international action on a national 
basis within this time period (table 5.21), whilst the vertical axis represents the 
retailers' perception of the favourability of international expansion, and hence their 
orientation towards this growth strategy (tables 5.7 to 5.11).
The positions of the markets of origin of respondents in figure 5.8 reflect a linear 
relationship in that, over time, internationalisation becomes increasingly favourable and 
hence their propensity to carry out such a strategy increases. It is notable that retailers 
from less developed markets were less likely to undertake international expansion. 
Thus in figure 5.8, French retailers had reached an ambitious phase whereby they rated 
the strategy of internationalisation favourably and also perceived it likely they would 
implement such a strategy in the defined time period, hence the French retailers had 
a high propensity to internationalise. In contrast, the Italian retailers were still, 
collectively, within the reluctant phase of internationalisation. They viewed 
internationalisation as unfavourable and were very unlikely to carry out such a strategy 
in the near future. From this it is taken that on average Italian respondents had a low 
propensity to internationalise. Overall, retailers based in Germany, the Netherlands and 
the UK reflected a cautious attitude toward internationalisation.
These were the aggregate responses of retailers based in these markets. Figure 5.9 
illustrates the response of retailers based in the UK in more detail. The UK is taken 
as an example as it consists of the largest number of respondents, and the general 
response is one of cautious internationalisation and therefore at neither extreme. While 
the largest single group responded cautiously, other responses may be characterised 
as reluctant or ambitious. Retailers based in other markets conformed to this general 
pattern. The only market which showed signs of an irregular response pattern was 
Germany. Retailers had recognized the opportunities in the
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Figure 5.8
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international environment but no moves were planned. The particular conditions of the 
German market post-unification may go some way to explaining this situation. 
Opportunities in the eastern lander may preclude immediate responses to international 
opportunities.
5.6 SUMMARY
A main conclusion drawn from the analysis of the empirical results regarding 
respondents' views of the direction of expansion is the fundamental importance of 
internationalisation. Although retailers in the food sector have been slow to 
internationalise relative to those in the non-food sector, it seems that a strategy of 
expansion into new markets is an increasingly likely way forward. Retailers in the 
food sector who have internationalised have traditionally been viewed as taking this 
course of action for largely reactive reasons. However, this research reaffirms the 
findings of previous empirical research into the motives of internationalisation, in that 
it emphasises the importance of an increasingly proactive interpretation.
It would appear from empirical analysis that the establishment of the SEM has served 
to focus attention on the European consumer market as a whole. Overall, retailers 
perceived that more opportunities existed in Europe for expansion than any other 
world region. The perceived favourability of a pan-European marketing strategy and 
the likelihood of increased rates of intra-European expansion emphasises the concept 
of European régionalisation.
The results from this chapter suggest that retailers conform to the patterns recognized 
in the literature as far as the direction of international expansion activity is concerned, 
namely the influence of the three factors of geographical and psychological distance 
and the level of retail structural development in terms of selecting a market. The 
results also suggest that a complex interplay of influences finally determines the
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direction that international activity will take. This is explained by the development of 
the market of origin over time and the international exposure of retailers based in that 
market. It is, however, difficult to think of time on a linear basis as the individual 
experience of retailers is determined by their exposure to the international market. 
Therefore, while Treadgold’s [1991] matrix may be used to measure individual 
company experience on one level, the conceptualisation of time and propensity to 
expand internationally must be considered relatively, as international retailer’s 
experiences do not necessarily conform to an unimpeded lineal development.
It would appear that the adapted 'Stages of International Development' model is more 
useful at a general level illustrating trends within the industry. Although it may be 
possible to plot the position of an individual retailer, using the concept as a means of 
forecasting the development of particular organisations becomes hazardous. It does 
however suggest the likely direction of expansion at the general level, and the relative 
positions between sub-groups, for example the differences between retailers from 
different countries of origin as used in this chapter. Further, the fact that the cross­
national differences in the stage of development based on respondents' perceptions fit 
in with their positions in terms of quantitative data such as the level of retail structure 
development, as well as with observable evidence of internationalisation, offers some 
degree of validation of the empirical research.
In this area of the direction of international expansion, research based upon 
observational evidence of retailers actual actions is supported by empirical research 
into the views and perceptions of key respondents in the industry. Thus, in contrast 
to the previous research which specifically focused upon the motivations which lie 
behind internationalisation (Alexander, 1990a, 1990b; Williams, 1992a, 1992b), this 
empirical research supports observational findings. Nevertheless, this research 
encourages conceptual qualification of the conclusions based upon observational 
research and supports the call for further empirical research on the process of retail 
internationalisation.
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CHAPTER 6:
RESULTS AND DISCUSSION (II)
MARKET ENTRY METHODS AND 
FACTORS INFLUENCING MARKET CHOICE
6.1 INTRODUCTION
The content and the categories of the questions in the postal questionnaire were 
formed as a result of the responses given in the interviews, discussion with other 
researchers working in the area, analysis of the literature regarding such issues. The 
questions involved the respondent recording their answer on a five point scale. The 
results were used to produce a picture of the general response from the group as a 
whole and to illuminate differences in opinion based on country of origin in regard to 
the type of market entry methods used and factors influencing market choice.
The overall aim of questions 3.5 and 3.6 (see appendix 4.14) was to evaluate retailers 
perceptions of the most likely strategies of entering a foreign market. Dawson [1994] 
has stated that two main determinants needed to produce a typology of international 
retail operations are the method of market entry and the type of management structure 
of the company. It has been suggested that the method of market entry is dependent 
upon the nature of the destination market, the sector of retailing in question and 
company's characteristics [Salmon and Tordjman, 1989; Burt, 1995].
It was hoped to assess to what extent this was the case for each respondent, with 
particular prominence being placed on the characteristics and idiosyncrasies of retailers 
internationalising food operations. One of the methods of internationalisation that was 
given in the list was joining an alliance. Membership of an alliance may not always 
strictly be considered to be a means of internationalising. However, the importance of 
the transfer of know-how often associated with alliances has been suggested as an
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important function of internationalisation [Kacker, 1985,1988]. A subsequent question 
looked at this issue in more detail and requested respondents to consider the 
importance of particular motives when considering joining an alliance.
Respondents were asked to consider the factors of importance when entering a new 
market, to assess the style of management structure of their company, to evaluate the 
potential idiosyncrasies of the food retail sector, and to evaluate the importance of 
particular trends that have been associated with the food retailing environment in the 
1990s (see appendix 4.14). The categories listed were drawn from suggestions in the 
academic debate, from the responses given in the interviews, and from the trade press.
6.2 METHODS OF MARKET ENTRY
As previously noted, the questionnaire requested respondents to consider the likelihood 
of particular methods of implementing international expansion. The categories listed 
were 'acquisition', 'organic growth', 'joint venture', 'share holding', 'franchise' and 
'alliances'. In addition a further category of 'other' was also used although this received 
only a handful of responses. These categories could have been sub-divided into more 
specific definitions, for example, minority and majority share holdings. It was hoped 
however, that the list provided sufficient detail without becoming overly complex. 
Certainly other terms could also have been used to define the same or very similar 
market entry methods. For example, in Dawson's [1994] evaluation of retailer market 
entry methods he uses the terms internal expansion, merger and takeover, franchise 
type agreements, joint ventures and non-controlling interests. These terms are 
essentially describing the same processes and overall it was assessed that the market 
entry methods listed in the questionnaire included the methods most commonly cited 
as means of retail internationalisation.
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As noted previously, membership of an alliance is not always considered as being a 
method of internationalisation. It was included here, however, as it is increasingly 
being recognised as part of the wider process of internationalisation [Alexander, 
1995b]. Alliances are particularly important to retailers in the food sector within 
Europe. A more precise definition of the different market entry methods and an 
assessment of the particular advantages and disadvantages associated with each is 
supplied in chapter three.
6.2.1 The General View
The mean scores for each of the categories were calculated and are given in table 6.1 
and illustrated in bar chart figure 6.1. When ranked in ascending order acquisition was 
on average perceived by the group as a whole as being the most likely strategy to be 
employed with a mean of 3.5(06). Almost 20% of retailers perceived acquisition to be 
an 'extremely likely' strategy, and a further 37.9% rated it as being 'likely'. Joint 
venture was ranked second with a mean score of 3.3(95). Over a third of respondents 
thought joint venture to be a 'likely' strategy to be adopted, while an additional 12.8% 
rated it as 'extremely likely'. The third and fourth rankings were for the market entry 
mechanisms of share holding and alliance membership. They received average ratings 
of 3.0(75) and 3.0(24) respectively, illustrating both were perceived to be 'possible' 
market entry strategies.
Organic growth was rated as the fifth most likely method of internationalisation. The 
mean rating of 2.9(29) indicates there was only a marginal perceived difference 
between the likeliness of this strategy and those previously mentioned. The method 
of franchise was seen as being the strategy least likely to be employed with an average 
score of 2.1(25). Over 40% of respondents rated it as being an 'extremely unlikely' 
strategy and a further 30% perceived it to be 'unlikely'.
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Table 6.1
Method of Market Entry: The General Response
1 2 3 4 5 Mean Std n =
% % % % % Dev
Acquisition 6.9 12.6 23.0 37.9 19.5 3.506 1.150 87
Joint venture 5.8 8.1 39.5 33.7 12.8 3.395 1.009 86
Share holding 13.8 15.0 32.5 27.5 11.3 3.075 1.199 80
Alliance 15.3 18.8 29.4 21.2 15.3 3.024 1.282 85
Organic growth 16.7 25.0 22.6 20.2 15.5 2.929 1.324 84
Franchise 41.3 30.0 10.0 12.5 6.3 2.125 1.257 80
1 = extremely unlikely, 2 = unlikely, 3 = possible, 4 = likely, 5 = extremely likely 
NB. Sample includes four Spanish responses
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6.2.2 Analysis of the General View
The fact that acquisition was seen as the strategy most likely to be used is supported 
by observational evidence of retailers moves within the international arena. There are 
numerous examples of retailers moving into a foreign market by means of acquisition. 
In many cases, an acquisition may be made by acquiring a majority share holding 
which is subsequently increased in order to have total control. Tesco's acquisition of 
Catteau was carried out in a relatively short space of time where as other examples, 
such as Sainsbury's acquisition of Shaws in New England, are carried out in stages 
over a number of years [James Capel, 1995]. As noted in the literature chapter, 
internationalising by means of acquisition offers a number of distinct advantages. 
These include the fact that a substantial market presence can be achieved relatively 
quickly and that cash flow is immediate [Dawson, 1994]. The scale of operations that 
can immediately be achieved by acquisition is of particular importance to retailers in 
the food sector given their specific operational and logistical requirements.
Joint venture was rated as the second most likely strategy. The definition of joint 
venture may overlap with that of share holding. One difference is that joint venture 
implies the strategic direction of the company is decided by members of both original 
companies. As already established in section 3.6, it offers a number of distinct 
advantages as well as some that are common to other methods. Of particular 
importance is that it may be a useful way of a retailer entering a foreign market with 
an indigenous retailer in order to immediately have a greater knowledge of market 
conditions. In some environments, barriers to market entry restrict foreign entrants 
unless they are working with an indigenous partner. Thus, factors mean joint ventures 
are often used by retailers who are internationalising into markets that are 
geographically, psychologically and culturally different. For example, Carrefour's 
initial operations in Latin America and more recently their move into Indonesia 
implemented a strategy of joint venture.
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Share holding was given an average rating of 3.0(75) indicating it was seen as being 
possible rather than likely. As noted, the processes of share holding and joint venture 
over lap somewhat, however, as the two terms were used separately in the question 
it is assumed share holding implies a minority hold in a foreign company with limited 
or no strategic input. Minority share holding is really a means of investment but it 
may also have other advantages. For example, access to company information which 
may be an important means for assessing the company as an option for further 
investment, or as a means of researching the market.
Joining an alliance was also given a neutral score of three. The benefits of becoming 
an alliance member have already been addressed in chapter three. It is perhaps 
surprising that it was not given a higher score in light of the fact alliance membership 
can offer a number of distinct advantages. Further, it does not entail some of the 
disadvantages associated with other forms of internationalisation which often involve 
high risk and high investment strategies. It may be that respondents did not view 
joining an alliance as a means of internationalising, or, that it is a policy that they 
would use in conjunction with a more visible method of internationalising.
It is understandable that organic growth was viewed as being slightly more unlikely 
than likely given the fact that respondents were operating in the food sector. As noted 
previously, due to the operational requirements of food retailers they are unlikely to 
favour an incremental growth strategy that does not immediately offer savings from 
economies and efficiencies of scale. However, in this general picture there are 
exceptions, notably hard discounters such as Aldi and Lidl. Franchising was the only 
method to be viewed as unlikely and again this is not a surprising result given the 
nature of food retailing. There are exceptions to this rule, particularly evident in the 
internationalisation of the convenience store format, but on the whole it has not been 
a policy adopted by retailers in the food sector.
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6.2.3 The Cross-national View
Burt [1991], in his analysis of European retailers has suggested that their are national 
differences in the market entry methods employed. Table 6.2 illustrates respondents 
views regarding the likelihood of employing particular methods of market entry when 
analysed according to country of origin. Certainly many of the trends that were 
illustrated in the results for the group as a whole were apparent in the cross-national 
samples. For example, most national groups perceived acquisition to be one of the 
most likely strategies and franchise one of the least. There were also exceptions to 
overall trends such as these and some views were idiosyncratic to particular national 
groups which affirms Burt's [1991] analysis based on observable evidence.
French retailers perceived that joint venture was the method of market entry that was 
most likely to be implemented. More than 27% of respondents thought it to be an 
'extremely likely' strategy and it was given a higher rating than by any other national 
group. Acquisition was ranked second followed by organic growth. However, when 
considering the standard deviation there is not a great difference between the results.
Joint venture received a mean score of 3.6(11), acquisition 3.5(56) and organic growth 
3.4(44), indicating all were perceived to be somewhere between 'likely' and 'possible' 
on the scale. Share holding was given an average score of 3.0(00) by French 
respondents, indicating it was seem as a 'possible' but not a 'likely' method of 
internationalisation. Joining an alliance was, on average, regarded as being closer to 
the 'unlikely' rating with a score of 2.6(11) and the method of franchise was viewed 
as being the least likely of all with a mean of 2.4(71).
The German respondents rated the methods of acquisition and share holding as jointly 
being the most likely methods of market entry. Their mean scores of 3.6(43) were the 
highest average rating of any of the categories by any group of respondents. Joint 
venture was also perceived positively with over 40% of respondents rating it as being 
either a 'likely' or 'extremely likely' method of entering a foreign market.
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Table 6.2
Method of Market Entry: A Cross-national Analysis
France 1 2 3 4 5 Mean Std n =
% % % % % Dev
Acquisition 11.1 5.6 22.2 38.9 22.2 3.556 1.247 18
Joint venture 11.1 5.6 22.2 33.3 27.8 3.611 1.290 18
Share holding 18.8 18.8 18.8 31.3 12.5 3.000 1.366 16
Alliance 27.8 16.7 33.3 11.1 11.1 2.611 1.335 18
Organic growth 16.7 5.6 22.2 27.8 27.8 3.444 1.423 18
Franchise 35.3 23.5 11.8 17.6 11.8 2.471 1.463 17
Germany 1 2 3 4 5 Mean Std n =
% % % % % Dev
Acquisition 0.0 7.1 28.6 57.1 7.1 3.643 0.745 14
Joint venture 0.0 7.1 50.0 35.7 7.1 3.429 0.756 14
Share holding 0.0 7.1 42.9 28.6 21.4 3.643 0.929 14
Alliance 7.1 28.6 21.4 28.6 14.3 3.143 1.231 14
Organic growth 7.1 21.4 42.9 21.4 7.1 3.000 1.038 14
Franchise 28.6 50.0 7.1 7.1 7.1 2.143 1.167 14
Italy 1 2 3 4 5 Mean Std n —
% % % % % Dev
Acquisition 0.0 33.3 25.0 33.3 8.3 3.167 1.030 12
Joint venture 8.3 8.3 16.7 50.0 16.7 3.583 1.165 12
Share holding 25.0 8.3 41.7 16.7 8.3 2.750 1.288 12
Alliance 25.0 0.0 8.3 50.0 16.7 3.333 1.497 12
Organic growth 25.0 41.7 0.0 16.7 16.7 2.583 1.505 12
Franchise 23.1 23.1 15.4 30.8 7.7 2.769 1.363 13
Netherlands 1 2 3 4 5 Mean Std n =
% % % % % Dev
Acquisition 9.1 0.0 36.4 36.4 18.2 3.545 1.128 11
Joint venture 9.1 9.1 54.5 27.3 0.0 3.000 0.894 11
Share holding 20.0 20.0 40.0 20.0 0.0 2.600 1.075 10
Alliance 10.0 20.0 50.0 10.0 10.0 2.900 1.101 10
Organic growth 22.2 33.3 11.1 11.1 22.2 2.778 1.563 9
Franchise 55.6 11.1 11.1 11.1 11.1 2.111 1.537 9
UK 1 2 3 4 5 Mean Std n =
% % % % % Dev
Acquisition 10.3 17.2 13.8 31.0 27.6 3.483 1.353 29
Joint venture 3.7 3.7 51.9 33.3 7.4 3.370 0.839 27
Share holding 12.0 8.0 32.0 36.0 12.0 3.280 1.173 25
Alliance 10.7 21.4 35.7 17.9 14.3 3.036 1.201 28
Organic growth 17.9 32.1 21.4 17.9 10.7 2.714 1.272 28
Franchise 62.5 29.2 4.2 4.2 0.0 1.500 0.780 24
1 = extremely unlikely. 2 = likely, 3 = possible, 4 = likely 5 = extremely likely
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Joining an international alliance received a cautious but positive score of 3.1(43). The 
Germans perceived joining an alliance more favourably than any other group but the 
Italians. Moving internationally by means of organic growth received a score of 
3.0(00) indicating it was thought to be a 'possible' strategy. The Germans placed more 
prominence on organic growth than any other national group apart from the French. 
The only market entry method rated as being nearer the 'unlikely' rating on the scale 
was franchising which received a mean of 2.1(43).
The Italian retailers perceived that joint venture was the most favourable strategy with 
half of respondents perceiving it to be a 'likely' method of internationalising and a 
further 16.7% as 'extremely likely'. They rated joint venture more highly than any 
national group apart from the French who gave it a marginally higher average score. 
Joining an alliance was ranked second with a mean score of 3.3(33) indicating it was 
perceived to be a more likely strategy by the Italian retailers than by any other 
national group. In terms of the average Italian response, acquisition was the only other 
strategy to receive a score greater then three. The relative insignificance of acquisition 
to the Italian respondents is illustrated by the fact they rated it significantly lower than 
any other group. Franchise was not rated as being significantly important as a means 
of internationalising but more prominence was placed on it than by any other group. 
Share holding and organic growth were not seen as favourable strategies.
The Dutch respondents rated acquisition as the most likely internationalisation strategy 
by far. Whilst acquisition received a rating of 3.5(45), the second most likely strategy, 
joint venture, scored just 3.0(00). Dutch respondents perceived joint venture to be only 
'possible' with almost half of respondents giving that exact response. Membership of 
an alliance received a mean score of 2.9(00) with a widespread distribution of 
responses. Organic growth received a mean of 2.7(78) and share holding was 
perceived to be even more unlikely with 20% of respondents seeing it as 'extremely 
unlikely' and the same proportion perceiving it to be 'unlikely'. Franchise was rated as 
the least likely strategy with an average score of 2.1(11).
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UK respondents, rated acquisition as being the most likely method of market entry 
strategy with an average score of 3.4(83). In general they were the most cautious of 
the national groups in terms of rating the likelihood of internationalisation strategies. 
Their highest ranked strategy had a lower average score than the highest ranked 
strategy of any national group. However, this was in line with the results in other parts 
of the questionnaire where the UK respondents were generally more cautious in terms 
of their positive responses. The range of mean scores was greater than for any other 
groups due to the fact that they gave the method of franchise such a low rating. They 
perceived that both joint venture and share holding were likely options with scores of 
3.3(70) and 3.2(80) respectively. Joining an alliance received a neutral score of 3.0(36) 
and as previously mentioned, franchise received the lowest score of any category by 
any national group with a mean of 1.5(00). Almost two thirds of respondents 
perceived franchise to be an 'extremely unlikelÿ method of internationalising.
6.2.4 Analysis of the Cross-national View
Many of the national responses followed a similar pattern to that for the group as a 
whole. However, in some cases there were certain variations and a distinct national 
perception regarding market entry methods were notable.The same reasons for 
employing particular market entry method have already been addressed within the 
literature chapter. The national variations in market entry method are addressed in 
relation to the direction of international expansion more fully in chapter eight.
The findings support Burts[1991] analysis which was based on observable results, for 
example, the fact that French retailers rated joint venture as being the most likely 
method of market entry. This might be accounted for to some extent by their direction 
of expansion in the international arena, namely their focus upon markets with less 
developed retail structures. Both Dawson [1994] and Burt [1995] have noted the 
importance of considering the character of specific companies when analysing methods 
of market entry. Due to the limited number of food retail companies with international 
retail operations care should be taken when analysing them on a cross-national basis.
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As previously noted, Burt [1995] has suggested that the most favourable method of 
market entry may change over time (table 6.3). Burt analysed the international 
activities of UK retailers over the last three decades and has suggested that whilst in 
the 1960s and 1970s internal (organic) growth was by far the most favoured method 
with nearly half of all actions employing this means of internationalisation, by the 
1980s its importance was decreasing and there were more examples of acquisition and 
franchise. During the period 1990 to 1993 internal growth was still the most important 
method of internationalisation although franchise had increased its share. In addition, 
Burt notes that particular sectors of retailing seem more likely to use specific methods 
(see figure 6.2). According to his survey of British retailers, clothing retailers 
predominantly used internal growth where as variety stores were more likely to use 
franchising.
German retailers rated acquisition and share holding as joint favourite strategies. As 
noted previously, acquisition is often viewed as the most feasible means for retailers 
in the food sector to enter a new market due to their particular distribution 
requirements. Food retailers usually need to move into a new market on a significant 
scale in order to produce necessary savings from economies and efficiencies of scale. 
One of the most straight forward means of implementing such a strategy is by 
acquiring a chain of established stores. As well as the logistical framework being in 
place, there are other advantages to using acquisition. In many cases the indigenous 
fascia is kept when a food retail company is acquired. The advantage this provides is 
that consumers are familiar with the fascia and the offer, which is a benefit providing 
the established offer is similar to the new offer. Introducing a new fascia is a longer 
term strategy that may require significant investment before the foreign fascia is 
successful.
Organic growth was given a neutral score of 3.0(00) by German retailers which 
represents a more positive attitude towards this strategy than for any other national 
group with the exception of the French.
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Table 6.3
Change in M arket Entry Methods over Time
Source: Burt, [1995], p.60.
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Figure 6.2
M arket Entry Methods by Retail Sector
100%
50% -
25% -
0 %
r  v r -n
^ < 4
Clothing Bodycare TV rental Variety Footwear
store
Acquisition Q 7.8 0 40 10.6 41.5
Internal growth @ 69.2 13 31 21.3 31.7
Joint venture [ j 5.8 6.5 29 6.4 19.5
Franchising Q 17.3 8Œ8 0 61.7 7.3
Source: Burt [1995], p. 61.
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Organic growth has draw backs, it requires a relatively large amount of investment and 
can be time consuming. With some exceptions food retailers usually implement a 
strategy of organic growth on a significant scale to produce cost benefits.
There are distinct advantages of using a strategy of organic growth, for example it 
allows the retailer to have total control over the location of outlets [Voyce, 1996]. 
Location is particularly relevant for discounters who are targeting a specific niche 
market. It also allows the retailer to enhance store identity by replicating the store to 
precise specifications. Although most retailers in the food sector do not use organic 
growth as a means of internationalising, there are certainly examples of success in 
entering foreign markets by this method. It appears that organic growth may be best 
suited to food retailers who have a distinct offer and are targeting a niche market.
Another consideration is that a number of the largest German food retailers are private 
companies and thus may take a longer term expansion strategy as they do not have to 
maintain the confidence of shareholders. It is perhaps notable that German retailers 
were the most focused on expansion within Europe (see chapter five) and there is 
observational evidence of their border hopping strategy to internationalising. There is 
perhaps a link between moving into markets that are culturally and geographically 
proximate and also similar in terms of level of retail structure development, and using 
a strategy of organic growth. This concept is discussed further in chapter eight.
Due to the character of Italian retailers it is perhaps not surprising that respondents 
viewed joint venture as being the most likely strategy of internationalisation and 
organic growth the least. Many Italian food retailers are not of a comparable scale to 
their European counterparts and so investing in organic growth unlikely to be a 
feasible option. Joint venture provides the advantages of sharing both the cost of 
investment and the risk associated with internationalising. It may also provide 
advantages such as the transfer of management techniques and technology, especially 
attractive to retailers from markets with less developed retail structures.
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The fact that joining an alliance was rated as the second most likely strategy by Italian 
retailers supports this overall view. Membership of an alliance not only offers financial 
advantages, such as savings from economies of scale when buying, but it also allows 
greater insight into the international arena. It is likely that Italian retailers perceive 
alliances offer advantages in terms of transfer of management skills or technology 
without having the expense and risk of entering a new market.
Acquisition was rated as the only other strategy likely to be used by the Italians. Its 
relatively low score of 3.1(67) in comparison to other national groups is no doubt due 
to the fact that many Italian food retail companies would not wish to make the scale 
of investment associated with acquisition. The fact that it is rated as higher than three 
is most likely due to the fact that it is perceived as a strategy particularly suitable for 
retailers in the food sector.
Unlike the German retailers who favoured share holding and joint venture, and unlike 
the French who placed particular prominence on joint venture, the Dutch respondents 
placed particular importance on the method of acquisition. The fact that they placed 
so much emphasis on acquisition is no doubt due to the strategy's inherent suitability 
to internationalisation in the food sector. Further, Dutch retailers are of a significant 
enough scale to be capable of this type of investment.
UK retailers gave a positive but relatively cautious response to the methods of 
acquisition, joint venture and share holding. This affirmed Burt's [1991] earlier survey 
which placed prominence on UK food retailers use of acquisition as a mechanism for 
internationalisation. In terms of observational evidence, much of the international 
activity of UK food retailers has involved minority share holding subsequently 
followed by acquisition. Examples include Sainsbury's gradual acquisition of Shaws 
and Tesco's acquisition of Catteau. Share holding allowed an insight to be gained into 
both the company and the market. Management was put in place which was followed 
by a complete takeover.
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Joining an alliance was rated by UK retailers as only a possible strategy. There are 
examples of major UK retailers joining alliances, for example Argyll's membership of 
the ERA, but some others have not followed suit. In some respects this may be due 
to the large scale of UK retailers and the power they already have in terms of sourcing 
products, negotiating power with manufacturers and own label. They did not perceive 
organic growth to be a likely method of entering foreign markets and perceived 
franchising to be more unlikely than any other national group. This is perhaps due to 
the fact that UK retailers operate in one of the most competitive markets and therefore 
differentiation by store image and achieving customer loyalty has become a major 
issue. Even though the German retailers are also operating in a highly competitive 
home market their means of differentiation is based more on price and so franchising 
is not perceived as such an unlikely strategy.
6.3 EUROPEAN ALLIANCES
As well as an increase in retail internationalisation, Europe has witnessed a 
concentration of buying strength, not just in terms of domestic markets but 
increasingly across borders. The logic behind the formation of national buying groups, 
to achieve economies of scale and improve negotiating power with suppliers, has been 
extended on an international basis. In addition, alliances are increasingly offering 
members other less tangible benefits, such as the transfer of technical and management 
skills. A more detailed account of the development of European alliances, of particular 
importance in the food sector, is supplied in chapter three.
6.3.1 The General View
Respondents were asked to evaluate the importance of particular motives for joining 
an alliance. They were asked to respond using a scale of 1 to 5 where 1 represented 
'extremely important' and 5 represented 'extremely unimportant'. As table 6.4 
illustrates, the average responses from the group as a whole for all the categories were
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clustered around the mid point on the scale with a range of mean answers of 2.7(39) 
to 3.4(69). This indicates that on average all the motives were perceived as moderately 
important and none of them as being either strongly important or unimportant.
The buying function was perceived as being the most important motive for joining an 
alliance. Its relative importance is illustrated by the fact that over a quarter of retailers 
thought it to be 'extremely important' and a further 30% perceived it to be an 
'important' motive for joining an alliance. The transfer of technology was rated as 
being the second most important motivation. It scored an average rating of 2.9(65) 
illustrating it was perceived as being slightly more than a 'moderately important' 
motivation. The transfer of management skills was ranked third with a score of 
3.0(60). Although it is ranked below the transfer of technology, when the standard 
deviations are considered there is little difference between the two scores.
The motive of gaining a prestigious image was ranked fourth with a mean score of 
3.3(17). This response implies that it was considered to be of less than 'moderate 
importance' as a reason for joining an alliance. A reactive motive for joining an 
alliance, namely protection of the home market, was perceived as being the least 
important factor. It was given an average score of 3.4(69) indicating it lay between 
being viewed as 'moderately important' and 'unimportant'. In addition a category 
marked 'other^ was also included for respondents to suggest other motives not listed. 
There were only a limited number of responses to this part of the question. 
Suggestions included development of joint own brand products and power in 
negotiations with suppliers other than in terms of price.
6.3.2 Analysis of the General View
The primary motive for joining an alliance was the buying function. Alliances offer 
retailers savings from economies of scales they would be unable to achieve without 
joining forces with other retailers in a buying group. In addition to the savings from 
economies of scale, alliances offer other advantages in terms of buying.
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Table 6.4
Motives for Joining an Alliance: The General Response
1 2 3 4 5 Mean Std n =
% % % % % Dev
Buying function 26.1 30.7 9.1 11.4 22.7 2.739 1.527 88
Technology 7,0 33.7 29.1 16.3 14.0 2.965 1.163 86
Management skills 9.5 25.0 27.4 26.2 11.9 3.060 1.176 84
Prestige 11.0 19.5 18.3 29.3 22.0 3.317 1.314 82
Protect home market 13.6 11.1 18.5 28.4 28.4 3.469 1.370 81
1 = extremely important, 2 = important, 3 = moderately important, 
4 = unimportant, 5 = extremely unimportant
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The joint power of retailers is significant even when dealing with the largest of 
manufacturers. Due to the power of the buying alliances they are able to negotiate not 
just economic savings, but also improved terms such as type of products and timing 
of deliveries for example. In addition, a number of the large European alliances offer 
their members the opportunity to buy the own label products of other members of the 
alliances [Lowe 1992].
Technology was perceived as being the second most important reason to join an 
alliance. The transfer of technology may refer to advice on the type of systems that 
can be installed both at the store level and at head office, and the ways in which they 
can be implemented for greater control and management ability. Similarly, the 
importance of the transfer of management skills between members of an alliance was 
perceived as being of 'moderate importance'. It seems likely that the importance of the 
transfer of both technology and management skills is particularly important to 
international alliances where retailers may be based in markets with a variety of levels 
of retail structure development. Advice on the type of systems being used in such 
markets is seen as an important means of gaining information on the nature of markets 
without having to enter the market and test the conditions which might be a time 
consuming and costly procedure.
The importance of joining an alliance for the prestigious image was not seen by the 
group as being an important consideration. This factor had been derived from 
discussions with senior executives whilst conducting the initial interviews. It is 
possible that whilst respondents to the questionnaire did not perceive the image of 
being an alliance member a primary motivation for joining, it was still an 
advantageous, if subsidiary, benefit. Further, the reactive reason for joining an alliance, 
namely to protect the home market, was seen as the most unimportant reason. There 
are a number of ways in which being an alliance member could protect a retailer's 
home market. Many alliances have a policy that members should not be in direct 
competition with each other and members may be asked to acquire a minority holding
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in each others companies. An example of such a policy being put into action was in 
the late 1980s when Asko was forced to leave the AMS after a hostile bid to acquire 
a share holding in Ahold. If a retailer fears foreign retailers are likely to enter their 
home market in direct competition with alliance membership may be beneficial [Lowe, 
1992].
6,3.3 The Cross-national View
On average, French respondents gave a very different interpretation of the relative 
importance of factors of consideration when joining an alliance than the general 
answer from the group as a whole. As table 6.5 illustrates, they perceived that gaining 
a prestigious image was the most important motivation. More than 40% of French 
retailers perceived gaining a prestigious image as being either 'extremely important' 
or 'important', yet this factor was listed as fourth in importance by the group as a 
whole. It was the only factor the French perceived as more than 'moderately 
important'. The consideration of protection of the home market and the transfer of 
management skills were ranked as joint second. Their mean score of 3.1(76) indicated 
they were perceived as being less than 'moderately important'. These factors were 
listed fifth and third respectively by the entire sample.
The French respondents viewed the buying function as being of limited importance. 
They were the only national group to rate the buying function as being more than 
three on the scale and almost 30% of French respondents perceived the buying 
function to be an 'extremely unimportant' motive for joining an alliance. The transfer 
of technology was rated as being the least important of the factors with an average 
score of 3.3(53), however, when the standard deviations are taken into consideration 
there is little difference between this and the rating of the buying function.
The response of German retailers was also quite distinct from that for the group as a 
whole. Their average answers for the five motives covered a wide range with means 
scores ranging from 1.7 to 4.0. These were both the highest and lowest mean scores
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for any of the categories by any of the national groups indicating German respondents 
had strong views towards alliances. Additionally, relative to any of the other national 
groups, there was more consensus of opinion among German respondents indicated by 
the lower standard deviations. They ranked the first three factors in the same order as 
the group as a whole, but it was the prominence they placed on the buying function, 
and also to a lesser extent technology, that made their response distinct. Nearly 60% 
of German respondents felt that the buying function was an 'extremely important' 
motive for joining an alliance. In terms of the factor of technology, over two thirds 
of German respondents rated it as being either 'extremely important' or 'important'.
The factor of management skills was perceived to be somewhat important. The motive 
of prestige was thought to be less than 'moderately important' with a mean of 3.6(92). 
Responses considering the factor of protection of the home market as a motive for 
joining an alliance were very strong. Almost 85% of respondents rated it as being 
either 'unimportant' or 'extremely unimportant' indicating it was not thought to be a 
reason for joining an alliance by the vast majority of German respondents.
The average responses of the Italians were clustered relatively close together with 
mean answers ranging from 2.6(43) to just 3.2(14). Despite the relatively small 
differences between the average scores for each of the five factors they were ranked 
in a similar order as those for the group as a whole. Over one third of respondents 
rated the buying function as being an 'extremely important' and the primary reason for 
joining an alliance. Unlike the responses for the group as a whole, management skills 
were perceived by the Italians as being slightly more important than the factor of 
technology. Whilst over 40% of respondents viewed management skills as being 
either 'extremely important' or 'important', just over one third rated technology in the 
same two categories. The remaining factors, those of prestige and protection of the 
home market, were rated jointly with means of 3.2(14) indicating they were seen as 
being slightly less than 'moderately important'.
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Table 6.5
Motives for Joining an Alliance: Cross-national Analysis
France 1 2 3 4 5 Mean Std n =
% % % % % Dev
Buying function 23.5 11.8 11.8 23.5 29.4 3.235 1.602 17
Technology 5.9 11.8 41.2 23.5 17.6 3.353 1.115 17
Management skills 17.6 17.6 17.6 23.5 23.5 3.176 1.468 17
Prestige 29.4 11.8 17.6 23.5 17.6 2.882 1.468 17
Protect home market 29.4 11.8 5.9 17.6 35.3 3.176 1.741 17
Germany 1 2 3 4 5 Mean Std n =
% % % % % Dev
Buying function 57.1 28.6 0.0 14.3 0.0 1.714 1.069 14
Technology 7.7 61.5 23.1 7.7 0.0 2.308 0.751 13
Management skills 7.1 35.7 21.4 35.7 0.0 2.857 1.027 14
Prestige 7.7 7.7 23.1 30.8 30.8 3.692 1.251 13
Protect home market 7.7 0.0 7.7 46.2 38.5 4.077 1.115 13
Italy 1 2 3 4 5 Mean Std n =
% % % % % Dev
Buying function 35.7 14.3 21.4 7.1 21.4 2.643 1.598 14
Technology 14.3 21.4 28.6 28.6 7.1 2.929 1.207 14
Management skills 14.3 28.6 21.4 35.7 0.0 2.786 1.122 14
Prestige 7.1 21.4 21.4 42.9 7.1 3.214 1.122 14
Protect home market 14.3 7.1 28.6 42.9 7.1 3.214 1.188 14
Netherlands 1 2 3 4 5 Mean Std n =
% % % % % Dev
Buying function 18.2 45.5 9.1 18.2 9.1 2.545 1.293 11
Technology 0.0 45.5 9.1 36.4 9.1 3.091 1.136 11
Management skills 0.0 20.0 40.0 20.0 20.0 3.400 1.075 10
Prestige 0.0 30.0 20.0 10.0 40.0 3.600 1.350 10
Protect home market 0.0 40.0 0.0 20.0 40.0 3.600 1.430 10
UK 1 2 3 4 5 Mean Std n =
% % % % % Dev
Buying function 13.8 44.8 6.9 3.4 31.0 2.931 1.534 29
Technology 7.1 32.1 32.1 3.6 25.0 3.071 1.303 28
Management skills 7.7 15.4 38.5 23.1 15.4 3.231 1.142 26
Prestige 8.0 20.0 16.0 32.0 24.0 3.440 1.294 25
Protect home market 8.3 8.3 33.3 25.0 25.0 3.500 1.216 24
1 = extremely important, 2 = important, 3 = moderately important, 
4 = unimportant, 5 = extremely unimportant
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The Dutch respondents ranked the factors in exactly the same order as the entire 
sample had done. The buying function was the only factor to receive a mean score of 
less than three indicating it was seen as being more than 'moderately important'. In 
fact nearly two thirds of Dutch respondents rated it as being either 'important' or 
extremely important’ and they placed more importance on the buying function than any 
other group with the exception of the strongly positive response of the German 
retailers. Technology received an average rating of 3.0(91).
The distribution of answers illustrated there was no real consensus of opinion as whilst 
just over 45% of respondents rated technology as 'important', 36% rated it as a 4, 
indicating it was perceived as 'unimportant'. Management skills were considered less 
than 'moderately important' although responses were fairly evenly distributed. The 
factors of prestige and protection of the home market were ranked jointly with means 
of 3.6(00) indicating they were, on average, seen as being less than 'moderately 
important' whilst being more than 'unimportant'. It is notable for the category of 
protection of the home market that whilst 40% of Dutch retailers perceived it to be an 
'extremely unimportant' motive for joining an alliance the same proportion rated it as 
'important', again illustrating there was no real consensus of opinion. These results 
suggest retailers fell into two distinct groups in terms of their assessment of alliances.
Like the Dutch respondents, the UK respondents ranked the factors in the same order 
as the group as a whole. Again like the Dutch, the buying function was the only factor 
given an average rating of less then three indicating it was perceived to be more than 
'moderately important' as a motive for joining an alliance. However, it is noteworthy 
that whilst almost 60% rated buying as 'extremely important' or 'important', over 30% 
of UK retailers rated the buying function as a 'extremely unimportant'. Technology was 
seen as being of 'moderate importance', and again the responses were fairly widely 
distributed along the scale. Management skills was given a mean score of 3.2(31) 
illustrating it was viewed as being less than 'moderately important', as were the factors 
of prestigious image with 3.4(40) and protection of the home market with 3.5(00).
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6.3.4 Analysis of the Cross-national View
Most of the national responses favoured the general view, namely that the buying 
function was the primary motive for joining an alliance. However, the response of 
French respondents was quite distinct. They perceived that the only factor of more 
than moderate importance was that of the prestige of joining an alliance. This is 
perhaps a surprising view. They also placed relative prominence on the reactive motive 
of joining to protect the home market from foreign competitors. Further, the buying 
function was seen as the second least important motive for joining an alliance. A 
possible reason for such a response is that French retailers are relatively large scale 
companies and perhaps feel they already have sufficiently strong negotiating power 
with suppliers.
The German response was very different from that of the French. They ranked the 
factors in the same order as the group as a whole but placed much more prominence 
on the motivational forces of benefits in terms of buying and the transfer of 
technology and management skills. The importance placed on the savings from 
economies and efficiencies of scale is perhaps not surprising given the nature of the 
German food retail market and the importance of price competition. Certainly it would 
seem logical that discounters would benefit from the bargaining power alliances have 
with suppliers.
The perceived significance of the benefit of technological transfers is also 
understandable given the nature of German retailers who on the whole have not placed 
as much importance on investment in technology as much as some of their European 
counterparts, notably retailers in the UK [Lewis, 1989]. The fact that they see 
protection of the home market as an unimportant consideration implies they do not 
fear foreign entrants. This is undoubtedly due to the highly concentrated and 
competitive nature of the German food retail environment, and presumably, that it 
would be extremely difficult for foreign retailers to compete with the established 
discount format of indigenous retailers.
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The Italian retailers also ranked the factors in the same order as the group as a whole 
although the range of mean answers was narrower. Italian respondents were more 
inclined to see membership of an alliance as a method of internationalising more than 
any other national group. They placed prominence on the benefits of savings from 
economies of scale, a logical response given the fact that generally Italian retailers are 
smaller than their European counterparts. The perceived importance of the transfer of 
management skills and to a lesser extent technology is not surprising given their 
domestic market is the least structurally developed of any of the respondents 
questioned.
The only motive that Dutch respondents perceived to be of more than moderate 
importance was buying. Perhaps due to the limited size of the Dutch domestic market 
respondents saw opportunities for increased negotiating power with suppliers by 
joining with retailers from other countries. Technology was seen to be of moderate 
importance, perhaps as a result of the fact that Dutch retailers have not been as 
concerned with investing in technology relative to some of their European 
counterparts. UK respondents were the least inclined to see motivations for joining an 
alliance. This could be due to the highly concentrated nature of the UK food retail 
environment and the considerable power of negotiation they already have with 
suppliers due to their size, the significance of own label products and high profit 
margins they can achieve.
6.4 FACTORS INFLUENCING MARKET CHOICE
Once a decision has been made to internationalise, what is it that makes a retailer 
focus upon one market over another? This research suggests that it is related to the 
evaluation of motivations for internationalisation. As previously addressed in chapter 
three, it has been suggested that pull factors determine the choice of market whilst 
push factors prompted the retailer to contemplate internationalisation. Whilst this is
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undoubtedly an overly simplistic view, some of the factors listed as pull factors and 
motivations for internationalising are certainly relevant when retailers are evaluating 
entry into a potential foreign market.
6.4.1 The General View
The factors were ranked on a scale of 1 to 5 where 1 represented 'extremely important' 
and 5 represented 'extremely unimportant'. The mean scores of the group as a whole 
are given in table 6.6 and illustrated in bar chart figure 6.3. It is perhaps notable that 
with the exception of the factor of language, all were given a mean score of less then 
three indicating they were more than 'moderately important'.
The factor that was, on average, rated as being the most important when considering 
new markets was the level of competition within the new market. Over one third of 
respondents rated it as being an 'extremely important' influence. The second most 
important factor was that of the economy as a whole. It was given an average rating 
of 2.1(25) and over 70% of respondents rated it as being either 'extremely important' 
or 'important'. Thirdly, the factor of market size was also seen as being of considerable 
importance with over two thirds of retailers rating it as either a 1 or a 2 on the scale. 
However, when the standard deviations of all three factors are considered, all are 
perceived as influential considerations when assessing new markets.
The importance of geographic proximity of the new market scored an average rating 
of 2.4(88) with almost 60% of respondents rating it as being either 'important' or 
'extremely important'. The influence of planning legislation was perceived as slightly 
less important with over 55% of respondents rating it as a 1 or 2 on the scale of 
importance. The importance of having a unique offer was rated similarly with a mean 
of 2.5(06). The demographic characteristics of a new market were given a mean score 
of 2.6(43) with over 40% of respondents rating it as a 1 or 2 on the scale.
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Table 6.6
Factors Influencing Market Choice: The General Response
1 2 3 4 5 Mean Std n =
% % % % % Dev
Market competition 35.2 37.5 11.4 12.5 3.4 2.114 1.129 88
Economy 30.7 40.9 18.2 5.7 4.5 2.125 1.059 88
Market size 33.0 38.6 10.2 12.5 5.7 2.193 1.192 88
Geographic prox. 22.1 36.0 18.6 17.4 5.8 2.488 1.186 86
Planning legislation 14.1 45.9 20.0 16.5 3.5 2.494 1.042 85
Unique offer 26.5 28.9 19.3 18.1 7.2 2.506 1.263 83
Demographics 16.7 23.8 41.7 14.3 3.6 2.643 1.037 84
Consumer taste 11.5 28.7 39.1 18.4 2.3 2.713 0.975 87
Senior management 10.6 31.8 36.5 16.5 4.7 2.729 1.016 85
Currency 9.4 30.6 41.2 12.9 5.9 2.753 0.999 85
Language 8.0 14.9 25,3 28.7 23.0 3.437 1.227 87
1 = extremely important, 2 = important, 3 = moderately important, 
4 = unimportant, 5 = extremely unimportant
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Figure 6.3
Factors Influencing Market Choice: All Respondents
0OUB|JoduJ!un ub0 |ai
1 = extremely important, 2 = important, 3 = moderately important, 
4 = unimportant, 5 = extremely unimportant
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Consumer taste was rated as 2.7(13) on the scale in terms of its importance when 
assessing a potential new market. The majority of retailers perceived it to be of 
'moderate importance', although over 40% rated it as more important than this. The 
influence of senior management opinion was given a similar rating with over 40% of 
retailers assessing this factor as either being 'important or 'extremely important'. The 
influence of currency when analysing a new market received a mean score of 2.7(53). 
The only factor to receive a mean rating of more than 3, indicating it was perceived 
as being less than 'moderately important' was the influence of language, with over half 
of respondents perceiving it to be either 'unimportant' or 'extremely unimportant'.
6.4.2 Analysis of the General View
The fact that the factors of market competition, economy and market size were ranked 
as the most important factors of consideration when choosing a market affirms the 
results of empirical surveys by Alexander [1990a, 1990b] and Williams [1992a, 
1992b]. Certainly suitable economic market conditions would seem to be a prerequisite 
to any successful international move, as suggested by the high score that these factors 
received from the group as a whole. Prospects for growth are regarded as fundamental 
to a long term strategy of investment that is associated with internationalisation.
The influence of geographic proximity was ranked subsequently. There are examples 
of the implementation of a strategy of border hopping, especially by food retailers, 
which seems logical given their specific distributional requirements. Certainly evidence 
from chapter five regarding the direction of expansion illustrated that respondents were 
predominantly focused on the markets of Europe, and as already discussed, the 
literature has suggested that geographical proximity is one of the most important 
considerations when choosing a new market [Burt, 1993]. In this respect, the results 
of this survey serve to reaffirm previous research. However, it is perhaps surprising 
that such importance was placed on this factor when observational evidence is 
considered and in the light of respondents favourable views of other regions of the 
world. Certainly during the 1980s European retailers, particularly the British focused
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their international expansion strategies on North America. Further, French retailers 
have been successful in expanding within Latin America and more recently the Far 
East. It seems probable that geographical proximity is perceived as a facilitating factor 
for internationalisation.
Similar prominence was placed upon the nature of planning legislation within a 
potential new market. Certainly the impact of restrictive legislative measures is often 
considered as an influential factor, although it is commonly perceived as a push factor 
from the domestic market rather than being a specific pull factor. The influence of 
legislative conditions has been evaluated and prominence placed on it as a contributory 
factor [Whitehead, 1992c]. When discussing the impact of the level of retail structure 
development of a market [Burt, 1993], the legislative environment is an influential 
factor. The focus of attention on the less developed markets of southern Europe, for 
example, is no doubt partially due to their unrestrictive legislative environments 
relative to the more regulatory character of some of the northern markets that are 
home to many of the international retailers.
The importance of considering the uniqueness of the retail offer when choosing a 
market for entry into was also considered as an important factor. This confirms the 
results of both Alexander's [1990a, 1990b] and Williams's [1992a, 1992b] research that 
stressed the importance of niche opportunities as a motivation to internationalise. 
Certainly many of the European food retailers who have been successful in the 
international arena have transferred a specific retail offer, the French hypermarket or 
the German hard discount formula for example.
The factors of demographics and consumer taste, whilst regarded as important, were 
not rated strongly relative to other influences. It has been suggested in the past that 
part of the reason food retailers have not been as quick to internationalise as their 
counterparts in the non-food sector is due t differences in consumer taste. Certainly 
there are still variations in consumer demand in different countries.
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However, as Levitt [1983] suggested in his seminal paper, within the diversity of 
global consumer demand there are growing segments of homogeneity. In part this is 
due to multinational manufacturers and in part due to the development of the retail 
structure. Increasingly the traditional and intermediate retail structures, for example of 
Greece and Spain respectively, are developing more in line with the structured and 
advanced markets, as characterised by France and the UK respectively [Tordjman, 
1995]. As the retail offer becomes more similar, due in part to the homogenisation of 
socioeconomic conditions, then the influence of differences in consumer taste will 
become less of an issue for international retailers. The fact that demography is not 
perceived to be of crucial influence when choosing a new market is no doubt due to 
a balance of factors. Where as the more developed markets have an ageing population 
but high rates of consumer expenditure, the less developed markets have a young 
demographic structure but more limited rates of income.
The opinion of senior management was seen as being of more than moderate 
importance, a view that was certainly derived from the interviews. When deciding 
between similar markets it is likely to have a particular influence. The issue of 
currency was perceived as being of limited importance, and the influence of language 
was felt to be of less then moderate importance. Language is sometimes used as a 
proxy measure for assessing the cultural differences between a retailers home market 
and a new market. For example, the close ties between UK retailers and the USA are 
often attributed to the cultural links and the fact there is no language barrier rather 
than moving into the geographically proximate but culturally distant markets of 
Europe. If this is the case, then respondents felt that it was a factor that had a limited 
effect on choosing a new market.
6.4.3 A Cross-national View
Table 6.6 illustrates the results of respondents an a cross-national basis relating to the 
perceived importance of specific factors when evaluating a new market. The opinions 
of the national groups show some differences to the general view.
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The French respondents perceived the factors of market competition and market size 
to be equally the most important factors of influence when choosing a new market. 
One third of respondents perceived them to be 'extremely important'. The importance 
of the economy was ranked next with well over half of retailers perceiving it to be 
either 'important' or ’extremely important'. Consumer taste, demographics and the 
influence of a unique offer were all subsequently ranked with each receiving more 
than 20% of respondents rating them as being 'extremely important'. Planning 
legislation was ranked the seventh most important factor by French respondents. Even 
so, more than 44% perceived it to be an 'important' consideration when choosing a 
new market. The factor of senior management opinion was seen to be 'moderately 
important'.
In general, the French retailers thought currency was oï'moderate importance'. Almost 
40% of respondents gave this exact response. Notably French retailers were the least 
inclined of all national groups to see the importance of geographic proximity. It 
received a mean score of more than 3 indicating it was perceived as less then 
'moderately important'. In fact only language was perceived as less important. The 
average perception of geographic proximity was that it was significantly less important 
than the response given by any other group.
In terms of the mean responses from the German retailers, there was a broad 
distribution of responses. The mean answers rating the various categories had a wide 
range, from 1.5(71) to 3.6(43). Overall, they rated factors as being more important 
than any other national group of respondents, although the Italians gave the lowest 
mean score for any factor (see table 6.7). The economy was perceived to be the most 
important factor of consideration when entering foreign markets. It received a mean 
score of 1.5(71) with more than 57% of respondents viewing the economy as an 
'extremely important' consideration. Market competition was seen to be only 
marginally less important, but when the sample size and standard deviations are 
considered the difference between the average answers is not significant.
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Table 6.7
Factors Influencing Market Choice: Cross-national Analysis
France 1
%
2
%
3
%
4
%
5
%
Mean Std 
Dev
Market competition 33.3 38.9 5.6 5.6 16.7 2.333 1.455 18
Economy 16.7 38.9 27.8 5.6 11.1 2.556 1.199 18
Market size 33.3 3&9 5.6 5.6 16.7 2.333 1.455 18
Geographic prox. 11.1 11.1 22.2 44.4 11.1 3.333 1.118 18
Planning legislation 5.6 44.4 16.7 27.8 5.6 2.833 1.098 18
Unique offer 25.0 18.8 18.8 31.3 6.3 2.750 1.342 16
Demographics 23.5 11.8 41.2 17.6 5.9 2.706 1.213 17
Consumer taste 22.2 16.7 33.3 27.8 0.0 2.667 1.138 18
Senior Management 16.7 22.2 27.8 22.2 11.1 2.889 1.278 18
Currency 5.6 27.8 38.9 2Z2 5.6 2.944 0.998 18
Language 16.7 5.6 11.1 38.9 27.8 3.556 1.423 18
Germany 1 2 3 4 5 Mean Std n =
% % % % % Dev
Market competition 50.0 35.7 14.3 0.0 0.0 1.643 0.745 14
Economy 57.1 35.7 0.0 7.1 0.0 1.571 0.852 14
Market size 28.6 57.1 7.7 7.1 0.0 1.929 0.829 14
Geographic prox. 21.4 50.0 14.3 14.3 0.0 2.214 0.975 14
Planning legislation 0.0 64.3 21.4 14.3 0.0 2.500 0.760 14
Unique offer 50.0 35.7 7.1 0.0 7.1 1.786 1.122 14
Demographics 0.0 35.7 64.3 0.0 0.0 2.643 0.497 14
Consumer taste 7.1 21.4 57.1 14.3 0.0 2.786 0.802 14
Senior Management 14.3 64.3 14.3 7.1 0.0 2.143 0.770 14
Currency 21.4 42.9 28.6 7.1 0.0 2.214 0.893 14
Language 7.1 14.3 7.1 50.0 21.4 3.643 1.216 14
Italy 1 2 3 4 5 Mean Std n =
% % % % % Dev
Market competition 69.2 15.4 15.4 0.0 0.0 1.462 0.776 13
Economy 30.8 61.5 7.7 0.0 0.0 1.769 0.599 13
Market size 38.5 46.2 15.4 0.0 0.0 1.769 0.725 13
Geographic prox. 69.2 23.1 7.7 0.0 0.0 1.385 0.650 13
Planning legislation 23.1 38.5 23.1 15.4 0.0 2.308 1.032 13
Unique offer 15.4 23.1 7.7 30.8 23.1 3.231 1.481 13
Demographics 23.1 7.1 53.8 15.4 0.0 2.615 1.044 13
Consumer taste 23.1 30.8 7.7 30.8 7.7 2.692 1.377 13
Senior management 0.0 7.7 69.2 15.4 7.7 3.231 0.725 13
Currency 15.4 23.1 53.8 7.7 0.0 2.538 0.877 13
Language 7.7 7.7 30.8 23.1 30.8 3.615 1.261 13
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Netherlands I 2 3 4 5 Mean Std n =
% % % % % Dev
Market competition 27.3 45.5 0.0 18.2 9.1 2.364 1.362 11
Economy 40.0 30.0 10.0 10.0 10.0 2.200 1.398 10
Market size 30.0 20.0 20.0 20.0 10.0 2.600 1.430 10
Geographic prox. 11.1 55.6 11.1 0.0 22.2 2.667 1.414 9
Plarming legislation 11.1 44.4 22.2 11.1 11.1 2.667 1.225 9
Unique offer 11.1 44.4 11.1 22.2 11.1 2.778 1.302 9
Demographics 11.1 33.3 44.4 0.0 11.1 2.667 1.118 9
Consumer taste 11.1 11.1 55.6 11.1 11.1 3.000 1.118 9
Senior management 20.0 10.0 30.0 30.0 10.0 3.000 1.333 10
Currency 11.1 22.2 44.4 0.0 22.2 3.000 1.323 9
Language 11.1 0.0 22.2 33.3 33.3 3.778 1.302 9
UK 1 2 3 4 5 Mean Std n =
% % % % % Dev
Market competition 24.1 51.7 3.4 20.7 0.0 2.207 1.048 29
Economy 20.0 43.3 26.7 6.7 3.3 2.300 0.988 30
Market size 30.0 36.7 10.0 20.0 3.3 2.300 1.208 30
Geographic prox. 13.8 41.4 27.6 13.8 3.4 2.517 1.022 29
Planning legislation 25.0 39.3 17.9 14.3 3.6 2.321 1.124 28
Unique offer 21.4 32.1 35.7 10.7 0.0 2.357 0.951 28
Demographics 14.3 32.1 25.0 25.0 3.6 2.714 1.117 28
Consumer taste 3.3 43.3 40.0 13.3 0.0 2.633 0.765 30
Senior management 7.1 39.3 42.9 10.7 0.0 2.571 0.790 28
Currency 3.6 28.6 42.9 17.9 7.1 2.964 0.962 28
Language 3.3 20.0 43.3 16.7 16.7 3.233 1.073 30
1 = extremely important, 2 = important, 3 = moderately important, 
4 = unimportant, 5 = extremely unimportant
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A distinction between the response of German retailers and other groups was the 
prominence they placed upon the uniqueness of a retail offer when internationalising. 
It was rated as the third most important factor with a mean of 1.7(86). Half of 
respondents stated that this factor was 'extremely important' and a further 35% that it 
was 'important'. In comparison to the other national groups this response was very 
distinct, and served to place much more emphasis on the concept of the unique. Other 
groups of respondents felt it was of some importance, but not to the same degree as 
the German retailers. The fourth factor when ranked in terms of importance was that 
of market size. Even at this ranking it was still perceived to be of significant 
importance with a mean score of 1.9(29) and more than 85% of respondents rating it 
as an 'important' or 'extremely important' factor.
The influence of senior management opinions was ranked next in terms of importance 
with nearly two thirds of respondents perceiving it to be an ’important’ consideration. 
This was a significantly higher score than was given by any of the other national 
groups. The importance of the factors of geographic proximity and currency were rated 
equally with scores of 2.2(14). Although these factors were ranked joint sixth, the 
average answer indicated they were still perceived to be significantly important 
considerations. Planning legislation received an average score of 2.5(00), demographics 
2.6(43) and consumer taste 2.7(86). The only factor to receive an average score of 
more than 3 was language. Half of German respondents felt language was an 
'unimportant' consideration and a further 21% felt it to be 'extremely unimportant'.
The average responses of Italian retailers were distributed over a larger range than for 
any other national group. Italian retailers perceived the most important factor when 
considering potential markets for expansion within was geographic proximity. It gained 
the lowest score of all mean answers at 1.3(85) indicating it was viewed to be a 
crucial consideration. In fact, almost 70% rated geographic proximity to be an 
'extremely important' factor and a further 23% thought it to be 'important'. Similarly 
the category of market competition also received a very low score indicating its
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perceived importance by Italian retailers. When the standard deviations are taken into 
consideration the mean of 1.4(62) is not significantly different. The Italian retailers 
ranked the categories of economy and market size joint third with mean scores of 
1.7(69). The fact that 38.5 % of respondents rated market size as 'extremely important', 
relative to 30.8% who gave economy the same score, implies market size was 
perceived as slightly more important.
Planning legislation was ranked next in terms of degree of importance with a mean 
score of 2.3(08). The relatively low average response indicates that although it is 
ranked somewhere in the middle of the list of factors, Italian respondents still 
perceived it to be an important consideration. They rated it more highly than any other 
national group. The factors of currency, demographics, and consumer taste were 
subsequently ranked. All were perceived to be of more than 'moderate importance'. 
The uniqueness of the retail offer and the influence of senior management opinion 
both received scores of 3.2(31) indicating they were thought to be of less than 
'moderate importance'. All other national groups rated these two factors as being of 
more than 'moderate importance'. In line with the responses of other national groups, 
the Italians rated the factor of language as being the least important factor with a mean 
rating of 3.6(15).
On average, Dutch retailers perceived the category of economy to be the most 
important consideration when choosing new markets. They gave a mean response of 
2.2(00), with 40 % of respondents rating the economy as being an 'extremely 
important' factor and a further 30% rating it as 'important'. Market competition and 
market size were also seen as important with averages of 2.3(64) and 2.6(00), followed 
closely by the factors of geographic proximity, planning legislation and demographics 
which were ranked jointly with means of 2.6(67). The average scores of these factors 
indicates they were all thought to be somewhere between 'important' and 'moderately 
important' considerations. Consumer taste, senior management opinion and currency 
all received scores of 3.0(00) indicating their 'moderate importance'. The factor of
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language was the only one to be perceived by Dutch retailers as less than 'moderately 
important'. With an average score of 3.7(78) it received the highest score of any factor 
by any group of retailers.
UK respondents perceived market competition to be of prime importance when 
considering new markets and gave it an average score of 2.2(07). Almost a quarter of 
respondents felt market competition was an 'extremely important' consideration and 
more than half felt it to be 'important'. The factors of economy and market size were 
ranked joint second with responses of 2.3(00) indicating they were not thought to be 
significantly less important than market competition. Planning legislation received an 
average response of 2.3(21) and the uniqueness of the retail offer received a score not 
significantly different when the standard deviations are taken into consideration. 
Geographic proximity received a mean response of 2.5(17) followed closely by the 
opinions of senior management with a 2.5(71). Consumer taste and demographics were 
subsequently ranked followed by currency. The only factor to receive an average score 
higher than three was the category of language, its mean of 3.2(33) indicates it was 
thought to be of less than 'moderate importance' by UK respondents.
6.4.4 Analysis of the Cross-national View
The economic factors of market competition, economy and market size were perceived 
by all national groups as being amongst the most important factors of consideration 
when choosing a new market. Their fundamental importance is emphasised as all 
groups of respondents were united in their ranking, although there were slight 
discrepancies between the order of the three factors. As noted in section 6.4.2, 
economic market conditions and growth prospects have been established as primary 
factors of consideration by previous research.
Notably, French respondents did not consider the factor of geographic proximity to be 
an important consideration. They ranked it the second to least important factor with 
over 40% rating it as being 'unimportant'. This is in direct contrast to the response for
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the group as a whole who ranked geographic proximity fourth with a mean of 2.4(88). 
The Germans, UK and Dutch retailers gave average responses of 2.2(14), 2.5(17) and 
2.6(67) respectively. In particular the French response is in stark contrast to the Italian 
respondents who ranked geographic proximity as the most important factor for 
consideration when choosing a new market with almost 60% perceiving it to be 
'extremely important'.
Certainly there is observational evidence to support these different national 
perspectives. Whilst French retailers have internationalised within Europe, notably 
their domination of the Spanish market, they have also set their sights on more 
geographically distant markets. Carrefour's entry into Latin America and more recently 
South East Asia are examples of some retailers disregard for the impact of 
geographical distance from the home market. As already addressed, Burt [1993] 
suggested that the factor of geographical distance is an important determinant of 
market choice.
It seems likely that French retailers have moved into such distant markets because 
other considerations have out weighed negative effects of geographical distance. For 
example, in some regions of Latin America they may feel their are cultural similarities 
to be exploited due to the legacy of colonial links, and, the level of development in 
markets may produce an environment that is so positive for a retailer to move into that 
the problems of distance from the domestic market appear less important. It is 
interesting to note that the French did not place significant prominence on the 
influence of planning legislation. Given the highly regulatory nature of the home 
environment it might have been assumed this would have been a more prominent 
consideration.
Although the Germans placed most prominence on the factors of economy and market 
size, their response was quite distinct in that they perceived the uniqueness of the 
retail offer to be the third most important consideration. The logic behind such a view
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would seem to be the success that German retailers have had transferring the hard 
discount formula to foreign markets. Some retailers, for example, Aldi and Lidl have 
moved into a number of countries using the same fascia and offer as in their home 
market. They have been successful in various market conditions, from less developed 
retail structures to the highly concentrated and competitive market of the UK.
The findings seem to suggest that their success has been due to the fact they have 
transferred a unique formula and so have not been in direct competition with the 
powerful indigenous retailers of the UK. Consumer taste was not perceived to be a 
significant consideration, again perhaps due to the importance placed on the hard 
discount offer that is targeting a specific consumer niche. Interestingly they placed 
greater emphasis on the opinion of senior management as the fifth most important 
consideration. It seems likely that this is due to the centralised structures of many 
German retailers and the fact that some of the largest remain privately owned and 
family run enterprises.
Although the Italian retailers placed prominence on the economy of a market and 
growth prospects, they perceived that geographic proximity was the most important 
determinant of market choice. Dutch retailers placed most importance on the factors 
of economy and potential for market growth. Subsequently they placed equal 
prominence on the considerations of geographic proximity, planning legislation and 
demographics. This suggests that after the economic conditions of a market area are 
considered, other characteristics shaping the nature and growth prospects of a market 
are analysed. Those relating to the growth prospects of a market are seen to be 
necessary requisites to expansion.
Not surprisingly UK retailers perceived economic factors and market size to be 
primary considerations. Given the highly concentrated nature of the home market it 
seems reasonable that they also viewed planning regulations to be an important 
consideration. The uniqueness of the retail offer was also determined as influential.
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Given the success UK food retailers have had with the superstore format this appears 
a logical response. Geographic proximity was seen to be of 'moderate importance'. 
Considering the focus UK retailers placed on the North American market during the 
1980s and their more recent focus on Europe, this response seem in line with 
observational evidence. It seems they consider geographic proximity to be a 
consideration, but not one that is fundamental if other market conditions are suitable.
The influence of language when choosing a new market was viewed by all the 
national groups as the least important factor. It as being less than ’moderately 
important'. However, within this broader picture there are some differences. All 
national groups had at least some respondents who thought language was 'extremely 
important' and all the standard deviations were greater than 1, indicating there was a 
relatively wide distribution of responses and no strong consensus.
6.5 MANAGEMENT STRUCTURE
Table 6.8 illustrates the overall response to three questions focused on the nature of 
the management structure of respondents' companies and the degree of autonomy an 
international operation would be likely to have. Instead of using a five point scale to 
evaluate respondents views, a Likert scale was constructed for each question. The first 
of the questions (see appendix 4.14) dealt with the degree to which the respondents 
perceived their company to be centralised. The two dichotomous words used to 
describe the nature of the management structure were 'centralised' and 'decentralised'.
The second question dealt with the degree of autonomy a foreign operation would be 
likely to have. The opposing statements were that a company would either be 
'independent'^ implying complete autonomy from the parent company in the home 
market, or a 'regional subsidiary', implying that the parent company would have direct 
authority over the foreign operation just as it would do when expanding a format
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throughout different regions of the domestic market.
In addition, a third question in this section addressed the issue of the degree to which 
staff would be transferred from the domestic operation to the foreign retail operation. 
The implication of this question is that a retailer with a centralised structure and 
imposing a limited amount of autonomy on a foreign operation would be more likely 
to transfer a greater number of staff, thus establishing internal validity of the results.
As previously noted, it has been assessed that an important means of classifying retail 
operations is the degree of centralisation of management decisions. Dawson [1994] 
suggests the type of management structure may be partly related to the degree to 
which international retail operations are adapted to local conditions, or in terms of 
Salmon and Tordjman's [1989] typology, the position they represent on the global- 
multinational continuum. However, Dawson stresses that although particular methods 
of market entry may appear more appropriate, there are examples of retailers with 
similar operations using different strategies of intemationalisation,and indeed, of 
individual retail companies using a number of different entry strategies. Thus, it is the 
complex interplay of a number of factors, including the type of management structure, 
that determines the type of internationalisation strategy employed.
6.5.1 The General View
As table 6.8 illustrates, the average response indicated retailers in the survey were 
from companies with predominantly centralised structures illustrated by a mean score 
of 2.5(93). Nearly 20% responded with a 1 on the scale indicating how strongly they 
perceived their company to be centralised. The second question received an average 
response of 2.6(56) indicating that in general, respondents perceived that foreign 
operations would be run as independent businesses rather than merely as regional 
subsidiaries. Over 15% of respondents rated the question a 1 on the scale, and more 
than a third a 2. The question relating to the degree of staff transfers to a foreign 
operation received exactly the same mean response as the previous question.
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Table 6.8
Management Structure: The General Response
1 2 3 4 5 Mean Std n =
% % % % % Dev
Centralised/ 18.7 36.3 18.7 19.8 6.6 2.593 1.192 91
Decentralised
Independent / 15.6 35.6 23.3 18.9 6.7 2.656 1.153 90
Regional Subsidiary
No staff transfers /  8.9 33.3 43.3 12.2 2.2 2.656 0.889 90
All key positions transferred
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Whilst over 40% of respondents rated either a 1 or 2 on the scale indicating that the 
general opinion leaned towards no staff transfers rather than all key positions 
transferred, the fact that over 43% gave a neutral response of 3 is notable. This 
question produced more consensus of opinion then the previous two had done.
6.5.2 Analysis of the General View
All of the average responses were fairly close to the central point on the scale 
indicating that there was not a strong view either way. More respondents felt their 
company was closer to being a centralised structure rather than decentralised. The 
responses for the question dealing with the level of autonomy of foreign activities 
produced a similar response. It appears that the retailers in the survey came from 
companies with a variety of levels of centralisation and degrees of autonomy. From 
these results it is suggested that large scale food retailers in Europe do not follow a 
strict trend in terms of management structure.
6.5.3 The Cross-national View
Table 6.9 illustrates the responses relating to management structure for each of the 
national groups. The answers from French respondents indicates that their companies 
had a more decentralised management structure than any of the other national groups. 
More than 20% of respondents stated that their company was completely decentralised 
and over 44% responded with a 4 on the scale, indicating the management structure 
was more decentralised than not. In terms of assessing the extent to which a foreign 
operation would be managed independently from the parent company, the French 
response was similar to the average response for the group as a whole. Over 20% 
stated that it would be managed completely independently and a further third of 
respondents rated a 2 on the scale, indicating that whilst it would not be totally 
independent, it would be managed more as an independent company. The standard 
deviation of more than 1.3 indicates there was little consensus of opinion. The 
response of French retailers to the third question indicated that they would be likely 
to transfer some staff from the domestic company to the foreign operation.
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Table 6.9
Management Structure: Cross-national Analysis
France 1 2 3 4 5 Mean Std n =
% % % % % Dev
Centralised / 11.1 11.1 11.1 44.4 22.2 3.556 1.294 18
Decentralised
Independent/ 22.2 33.3 16.7 16.7 11.1 2.611 1.335 18
Regional Subsidiary
No staff transfers / 11.1 22.2 44.4 11.1 11.1 2.889 1.132 18
All key positions transferred
Germany 1 2 3 4 5 Mean Std n =
% % % % % Dev
Centralised / 7.1 42.9 35.7 7.1 7.1 2.643 1.008 14
Decentralised
Independent/ 7.1 35.7 42.9 14.3 0.0 2.643 0.842 14
Regional Subsidiary
No staff transfers / 7.1 50.0 42.9 0.0 0.0 2.357 0.633 14
All key positions transferred
Italy 1 2 3 4 5 Mean Std n =
% % % % % Dev
Centralised / 14.3 50.0 14.3 21.4 0.0 2.429 1.016 14
Decentralised
Independent / 0.0 61.5 0.0 38.5 0.0 2.769 1.013 13
Regional Subsidiary 
No staff transfers / 0.0 46.2 15.4 38.5 0.0 2.923 0.954 13
All key positions transferred
Netherlands 1 2 3 4 5 Mean Std n =
% % % % % Dev
Centralised / 0.0 20.0 40.0 30.0 10.0 3.300 0.949 10
Decentralised
Independent / 45.5 27.3 18.2 9.1 0.0 1.909 1.044 11
Regional Subsidiary
No staff transfers / 36.4 27.3 36.4 0.0 0.0 2.000 0.894 11
All key positions transferred
UK 1 2 3 4 5 Mean Std n =
% % % % % Dev
Centralised / 29.0 48.4 12.9 9.7 0.0 2.032 0.912 31
Decentralised
Independent / 10.0 30.0 26.7 20.0 13.3 2.967 1.217 30
Regional Subsidiary
No staff transfers / 3.3 30.0 53.3 13.3 0.0 2.767 0.728 30
All key positions transferred
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Their mean score of 2.8(89) indicates that their overall response was close to the 
centre of the Likert scale, but with the exception of the Italian retailers, they were the 
most likely of the national groups to transfer staff.
The assessment of the degree of centralisation of management structures of German 
respondents was close to the average response for the group as a whole. The modal 
response of German retailers was 2 on the scale, indicating that they perceived their 
companies to be more centralised than not. The response to the degree of 
independence a foreign operation would be likely to have was again very similar to 
the response from the entire sample. The mean was 2.6(43) indicating it was slightly 
more likely to be independent rather that managed as a regional subsidiary. Although 
the average response was similar to that of the French, there was a higher degree of 
consensus of opinion.The German respondents stated that on average they would be 
less inclined to transfer staff to a foreign operation. With the exception of the Dutch, 
they were the least likely to transfer staff. Although only a very small minority stated 
they would transfer no staff, half of respondents rated a 2 on the scale. This indicates 
the general consensus was that a small number of key positions might be transferred.
The response of the Italian retailers was that their companies had relatively centralised 
structures. Nearly 15% rated a 1 on the scale indicating the management structure was 
completely centralised and half rated a 2. With the exception of UK retailers, they 
perceived their companies to be more centralised than any other national group. When 
assessing the amount of independence a foreign operation was likely to have their 
mean response was relatively similar to the general response.
However, there appears to be a dichotomy in the distribution of responses given by 
the Italian retailers. Whilst over 60% rated a 2 on the scale, indicating a foreign 
operation was more likely to be managed independently from the parent company, 
over 38% rated a 4 on the scale, assessing that a foreign operation was more likely 
to be perceived as a regional subsidiary. This suggests that Italian retailers fell into
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two dichotomous groups as far as this issue is concerned. Their answer to the degree 
to which staff would be transferred from the domestic operation to the foreign 
operation was distinct from the responses of other groups. A mean score of 2.9(23) 
indicates they were more likely to transfer staff to the new retail operation than any 
other national group.
The Dutch respondents assessed that their companies had relatively decentralised 
management structures. In fact the mean response was second only to that of the 
French. They were also the only group from which no respondents rated a 1 on the 
scale indicating the company had a completely centralised structure. The Dutch 
response was also quite distinct in the fact that they were far more inclined to perceive 
that foreign operations would be managed independently of the parent company. Over 
45% of respondents gave this exact response. Additionally, Dutch retailers were the 
least likely to transfer staff. The mean response was 2, indicating there would be only 
a limited transfer of key personnel and well over a third of respondents stated that 
there would be no staff transfers.
The UK respondents perceived their companies to be more centralised than any other 
group of respondents. Nearly 30% of respondents rated a 1 on the scale, indicating 
their company was completely centralised in its management structure. In terms of 
assessing the degree of independence a foreign operation would receive, the mean of 
2.9(67) was close to the central point on the scale. However, this average response 
indicated that UK retailers were more inclined to perceive that foreign operations 
would be managed as regional subsidiaries rather than independent businesses. In 
terms of the extent to which they would transfer staff, the mean of 2.7(67) indicates 
they would be likely to transfer some, but by no means all, key positions.
6.5.4 Analysis of the Cross-national View
The French respondents perceived themselves to have decentralised structures, and that 
international operations would have autonomy, and that some key positions of staff
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would be transferred. When analysed in terms of French retailers activities in the 
international arena, this is perhaps not a surprising set of responses. As previously 
discussed, French retailers have shown interest in markets that are culturally and 
geographically distant and that have developing retail structures. When operating in 
such different conditions from the domestic market, it would seem logical that the 
foreign operation would need a degree of autonomy in order to adjust the retail offer 
to suit the local conditions.
German retailers perceived their companies to be more centralised than not. Looking 
at the major German retailers this response seems logical. The private ownership of 
companies such as Tengelmann and Aldi is one explanation for such a trend. It also 
seems logical given the border hopping approach taken by German retailers. It is 
suggested that the problems associated with transferring operations into foreign 
markets are limited if the move is geographically and culturally proximate to the 
domestic market, and hence the operations can remain controlled from the home 
market. However, the fact that German respondents gave a similar answer to the 
French regarding the degree of autonomy that a foreign operation would have does not 
reaffirm this proposition.
The fact that the Italians were more likely than any other group to transfer staff to a 
foreign operation may be interpreted as being a means of transferring knowledge to 
the domestic market. Due to the fact the Italian retail system is more traditional than 
many other European markets, it may be that retailers feel an advantage of 
internationalising is to gain experience of new retail formats, management techniques 
or technologies, and transfer them back to the domestic market.
One interpretation of the Dutch response is that they have moved into more distant 
markets and have placed prominence on the market entry method of acquisition. 
Autonomy at the regional level may be needed in more distant operations in order to 
focus the retail offer to suit the local conditions. A high degree of autonomy is often
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associated with acquisitions as the management structure is already in place, and often 
it is only at the senior level that new management is introduced. Such an analysis is 
supported by the fact that the Dutch were the least inclined to transfer staff from the 
domestic operation to the foreign company.
UK retailers were the most inclined to state their companies had centralised structures, 
and that foreign operations would be managed with only limited autonomy. It would 
appear there might be a link between the centralised management structure and the 
lack of autonomy of a foreign operation. In terms of observational evidence, UK food 
retailers have primarily focused upon the psychologically proximate market of North 
America. It could be argued that this type of management is logical given the limited 
need for focusing the offer to suit local conditions. Given the limited success and 
number of UK retailers who have subsequently withdrawn from North America, it 
might be argued this has been to their detriment. However, due to the nature of the 
information and need for confidentiality of sources it is not possible to say if there is 
any correlation between degree of success in the international arena and perceived type 
of management structure.
6.6 IDIOSYNCRASIES OF THE FOOD SECTOR
As already discussed in the chapter three, retailers in the food sector are subject to 
certain characteristics in terms of internationalisation. In particular, due to the nature 
of their business they have specific operational requirements and distribution needs. 
In addition, it is often assessed that food retailing is subject to greater differences in 
consumer taste and demand than many non-food retail sectors.
6.6.1 The General View
Table 6.10 illustrates the responses for the whole sample relating to the extent to 
which it is more difficult for retailers in the food sector to internationalise. All the
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factors were considered to be more difficult for retailers internationalising in the food 
sector than the non-food sector. Of the four factors consumer taste was rated as being 
of most difficulty for food retailers in comparison to their non-food counterparts. More 
than a quarter of respondents perceived consumer taste to be a 'much more difficult' 
influence for food retailers seeking to internationalise. More than 30% perceived it to 
be 'slightly more difficult' for those retailers whose activity is in the food sector. 
Ranked second, although not significantly so when the standard deviations are 
considered, is the factor of establishing outlets. Almost 15% of respondents viewed 
establishing outlets in the new market as 'much more difflculf for food retailers.
The factor of distribution was perceived to be less of a difficulty for food retailers 
than the previous two categories, but its mean of 2.7(64) indicates it was still 
perceived as being more difficult for retailers in the food sector than their non-food 
counterparts. Almost 40% of respondents rated a 1 or 2 on the scale indicating 
distribution was either 'slightly more difficult' or 'much more difficult' for food 
retailers. However, a similar proportion rated the factor of distribution as being 'o f the 
same difficulty' for retailers in the food and non-food sectors. The consideration of 
buying operations was rated as being marginally less of a problem than distribution 
with an average of 2.7(87). Again, the modal answer was that buying operations were 
'of the same difficulty' for food and non-food retailers. Although the overall response 
indicated buying operations were more difficult for food retailers who internationalised 
it is notable that just over 20% of respondents perceived buying operations to be less 
difficult for retailers in the food sector.
6.6.2 Analysis of the General View
Respondents ranked the factor of consumer taste as being the most difficult factor for 
retailers in the food sector when internationalising. As noted in the literature chapter, 
consumer taste is often divided on a national basis and there are variations between 
consumer demand in different markets.
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Table 6.10
Idiosyncrasies of the Food Sector: The General Response
1 2 3 4 5 Mean Std n =
% % % % % Dev
Consumer taste 27.0 30.3 27.0 13.5 2.2 2.337 1.087 89
Establishing outlets 14.8 37.5 43.2 2.3 2.3 2.398 0.851 88
Distribution 9.0 30.3 40.4 15.7 4.5 2.764 0.977 89
Buying Operations 10.1 22.5 47.2 19.1 1.1 2.787 0.910 89
1 = much more difficult, 2 = slightly more difficult, 3 = of the same difficulty, 
4 = slightly less difficult, 5 = much less difficult
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This may include specific products, for example, some foods that have cultural or 
religious significance, and also some types of product ranges, for example, 
convenience foods or organic produce. Consumer taste may also be different in various 
markets regarding the retail offer. For example, whilst the UK consumer tends to buy 
most products from a superstore, in Italy products are bought more frequently from 
specialist traditional retailers.
Establishing outlets was also perceived to be more difficult for retailers in the food 
sector than the non-food sector. Partly, this view may be due to the specific 
requirements of many large scale retailers and the impact of the regulatory 
environment. In many of the more developed markets legislation is in place to control 
the development of large retailers, whether through planning regulations or restrictions 
on opening hours. Linked to this consideration is the issue of distribution. For modem 
large scale retailers to be competitive, stores must be served by an efficient 
distribution service, which is obviously partly related to the location of the stores.
Perhaps surprisingly, the buying operation was also perceived to be more difficult for 
retailers in the food sector when internationalising than for their counterparts in the 
non-food sector. The numerous buying alliances within Europe are dominated by food 
retailers who have significant negotiating power over suppliers. In this respect it might 
have been anticipated that buying operations are actually easier for food retailers. 
However, the given response may be again due to the fundamental nature of the 
products in question. Namely that the timing of deliveries is of crucial importance to 
the operational success of a food retailer.
6.6.3 A Cross-national View
Over all, the French were the most incline to perceive that food retailers did not 
experience particularly different barriers to internationalisation than retailers in the 
non-food sector (see table 6.11). Even so, it is notable that all the mean responses had 
a score of less than three indicating it was considered more difficult for retailers in the
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food sector to internationalise. The French respondents perceived that establishing 
outlets provided food retailers with the most difficulty when internationalising 
compared to their non-food counterparts. There was a high degree of consensus 
illustrated by a low standard deviation of 0.516, and whilst more than 46% of 
respondents perceived establishing outlets was 'slightly more difficult', it is notable that 
none perceived it to be 'much more difficult'. The modal response was that it was 'of 
the same difficulty' with more than half giving this exact response.
Consumer taste was perceived by the French as the next most important factor that 
made internationalising more difficult for those active in the food sector. The French 
perceived there to be less difficulty for food retailers in terms of the differences in 
consumer taste in foreign markets than any other group of respondents. There was a 
wide distribution of views, over a quarter rated it as being 'much more difficult' for 
food retailers, whilst a notable proportion of respondents (12.5%) perceived it to be 
'o f much less difficulty' for food retailers when internationalising. Distribution received 
a mean of 2.8(75). Although on average it was perceived to cause more problems for 
food retailers than non-food retailers, the modal answer was 3 indicating respondents 
perceived it to be 'of the same difficulty'. Buying operations received a mean of 
2.9(38) indicating it was considered to be of being of equal difficulty for food and 
non-food retailers.
The German retailers perceived that consumer taste caused the greatest difficulty for 
food retailers when internationalising compared to those active in the non-food sector. 
The mean score of 2.0(71) indicates that they placed more importance on the 
difficulties associated with consumer taste than any other national group. Distribution 
was also perceived to be a more difficult factor of internationalisation for food 
retailers. The modal answer was 'slightly more difficult' which received over 42% of 
responses. Additionally, almost 15% of German respondents perceived distribution to 
be 'much more difficult' for retailers in the food sector. The German respondents rated 
it as being of greater difficulty than any other national group.
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Table 6.11
Idiosyncrasies of the Food Sector: Cross-national Analysis
France
Consumer taste 
Establishing outlets 
Distribution 
Buying operations
Germany
Consumer taste 
Establishing outlets 
Distribution 
Buying operations
1 2 3 4 5 Mean Std n =
% % % % % Dev
25.0 12.5 43.8 6.3 12.5 2.688 1.302 16
0.0 46.7 53.3 0.0 0.0 2.533 0.516 15
12.5 12.5 56.3 12.5 6.3 2.875 1.025 16
6.3 25.0 43.8 18.8 6.3 2.938 0.998 16
1 2 3 4 5 Mean Std n =
% % % % % Dev
28.6 35.7 35.7 0.0 0.0 2.071 0.829 14
0.0 28.6 57.1 14.3 0.0 2.857 0.633 14
14.3 42.9 28.6 14.3 0.0 2.429 0.938 14
7.1 21.4 64.3 7.1 0.0 2.714 0.726 14
Italy 1 2 3 4 5 Mean Std n =
% % % % % Dev
Consumer taste 23.1 61.5 0.0 15.4 0.0 2.077 0.954 13
Establishing outlets 15.4 53.8 23.1 0.0 7.7 2.308 1.032 13
Distribution 0.0 38.5 30.8 23.1 7.7 3.000 1.000 13
Buying operations 0.0 15.4 53.8 30.8 0.0 3.154 0.689 13
Netherlands
Consumer taste 
Establishing outlets 
Distribution 
Buying operations
1 2 3 4 5 Mean Std n :
% % % % % Dev
36.4 27.3 18.2 18.2 0.0 2.182 1.168 11
36.4 36.4 27.3 0.0 0.0 1.909 0.831 11
18.2 18.2 45.5 18.2 0.0 2.636 1.027 11
18.2 9.1 45.5 27.3 0.0 2.818 1.079 11
UK
Consumer taste 
Establishing outlets 
Distribution 
Buying Operations
1 2 3 4 5 Mean Std n :
% % % % % Dev
25.8 22.6 29.0 22.6 0.0 2.484 1.122 31
22.6 25.8 48.4 0.0 3.2 2.355 0.950 31
6.5 29.0 41.9 16.1 6.5 2.871 0.991 31
16.1 22.6 41.9 19.4 0.0 2.645 0.985 31
1 = much more difficult, 2 = slightly more difficult, 3 = of the same difficulty, 
4 = slightly less difficult, 5 = much less difficult
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Buying operations were thought to be more difficult for intentional food retailers, but 
not significantly so. Establishing outlets was thought to be the factor of least difficulty 
for food retailers. Its mean of 2.8(57) illustrates that German respondents rated it as 
being less of an influence than any of the other national groups.
The greatest range of mean answers was given by the Italian respondents. They also 
were the only group to rate a factor as a 3 or more, indicating it to be easier for food 
retailers than non-food retailers when internationalising. Italian respondents thought 
that consumer taste created the most difficulty for food retailers as opposed to non­
food retailers when internationalising. In fact over 23% perceived consumer taste to 
be 'much more difficult' and more than 60% rated it as being 'slightly more difficult'. 
They perceived that establishing outlets was the second most difficult factor. The 
majority of respondents perceived it to be 'slightly more difficult' although more than 
15% rated it as 'much more difficult'. Distribution was given a mean score of 3.0(00) 
illustrating it was on average thought to be of no more difficulty for retailers in the 
food sector to internationalise than for those in the non-food sector. The category of 
buying operations received an average response of 3.1(54), the only factor to be given 
a mean score of more than three. This response indicates that on average, Italian 
respondents perceived that the factor of buying was easier for food retailers operating 
internationally than for their counterparts in the non-food sector.
Dutch respondents rated that establishing outlets was the factor that caused most 
difficulty for food retailers as opposed to non-food retailers when internationalising. 
The average answer of 1.9(09) was the lowest score given for any category by any 
national group. Well over a third of respondents perceived that it was a 'much more 
difficult' consideration for food retailers and the same proportion thought it to be
'slightly more difficult'. Notably, none of the Dutch respondents perceived establishing
1
outlets to be easier for food retailers than for non-food retailers. Consumer taste was 
also thought to be a more difficult consideration for food retailers when 
internationalising, illustrated by the relatively low score of 2.1(82). Over a third of
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Dutch retailers felt that it was 'much more difficult' for retailers in the food sector. 
Distribution was ranked third with an average response of 2.6(36) and buying 
operations were also considered to be a more difficult task for international food 
retailers illustrated by the mean score of 2.8(71).
UK respondents stated that establishing outlets created the most difficulty for food 
retailers relative to non-food retailers when internationalising. More than 20% thought 
it to be 'much more difficult' and over a quarter 'slightly more difficult'. Consumer taste 
was considered almost as much of a consideration for international food retailers. UK 
respondents were more inclined than any other group to perceive that buying 
operations were more difficult for food retailers relative to non-food retailers. Almost 
40% rated it to be either 'slightly more difflculf or 'much more difficult'. Distribution 
received a mean score of 2.8(71). Although it was ranked fourth the mean score was 
still less than three indicating that it was perceived to be more difficult for food 
retailers than non-food.
6.6.4 Analysis of the Cross-national View
The French were the least inclined to see idiosyncratic difficulties for food retailers. 
This is in keeping both with other results from this survey and from observational 
evidence. They were the most ambitious internationalists which supports a view that 
it is not particularly difficult for food retailers to internationalise, and as noted 
previously, there are many examples of French retailers over coming difficulties and 
internationalising throughout various regions of the world.
German respondents perceived it to be more difficult for food retailers to 
internationalise in terms of consumer taste. They also perceived that distribution 
requirements were significantly more difficult for food retailers. Such a view supports 
their responses analysed in chapter five suggesting they were very much focused upon 
border hopping within Europe. They were the least inclined to perceive that it was 
more difficult for food retailers to establish outlets. In part this may be due to the
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long term strategies available to many German retailers due to their size and private 
ownership, and also perhaps due to the method of organic growth favoured by German 
hard discounters when moving into foreign markets.
Like the Germans, the Italians felt that consumer taste was the main difficulty faced 
by food retailers when internationalising. This may be due to the more traditional 
retail structure in the home market that reflects national consumer demand in the food 
sector. Perhaps surprisingly, they felt that distribution issues were no more difficult 
for food retailers than for their non-food counterparts and that buying operations were 
slightly easier for food retailers. This may be due to the power of buying groups that 
are predominantly focused upon the food retailing sector.
Dutch respondents felt that establishing outlets in foreign markets was far more 
difficult for retailers in the food sector and they also perceived consumer taste to be 
a major difficulty. UK respondents also felt these two factors were more difficult when 
operating in the food sector. Observational evidence of both Dutch and British retailers 
focusing on the culturally similar market of the USA and employing a market entry 
method of share holding and acquisition supports such views.
6.7 CONSUMER TRENDS IN THE 1990S
As noted in the literature chapters there are a number of trends that are suggested in 
the literature as being of fundamental importance to the nature of the European retail 
environment in the 1990s. Some are issues that have traditionally been of crucial 
importance, such as price and quality, whilst others have become the focus of attention 
more recently, for example, food safety and environmental issues. Although all are 
evaluated as being of consideration, there is debate as to the extent each one will 
impact upon and shape the European food retail environment during the 1990s.
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6.7.1 The General View
Table 6.12 and bar chart figure 6.4 illustrate the responses of the entire sample 
regarding the importance of particular trends in the 1990s. All the factors were given 
mean scores of three or less indicating they were all thought to be at least 'moderately 
important'. With the exception of the category of quality, all the factors had standard 
deviations of less than one illustrating there was a degree of consensus in the 
responses. The trend that was perceived to be having the most important impact on 
the European food retail industry in the 1990s is price. It received an extremely low 
mean of 1.6(52) indicating just how important the majority of respondents perceived 
it to be. More than half of respondents rated it as being an 'extremely important' 
influence and over a third as 'important'. The factor of quality was rated second in 
terms of importance and again received a very low score of 1.8(37) indicating the high 
degree of importance it was perceived to have. Almost 85% of respondents rated it as 
being either 'extremely important' or 'important'.
The factor of convenience was rated third. The mean score was 2.1(43) and over 70% 
of respondents rated it as either 'important' or 'extremely important'. Food safety was 
considered to be only marginally less important, illustrated by its average response of 
2.1(76). More than a quarter of respondents perceived it to be 'extremely important' 
and more than a third rated it as 'important'. The category of healthy eating received 
an average response of 2.6(96) indicating it was perceived to be more than 'moderately 
important', but not to the same degree as the previous factors. Nearly a third perceived 
it to be an 'important' influence on the European food retailing environment in the 
1990s, but the modal answer was that it was 'moderately important'. The trend of 
green issues was not perceived to be as important as the other factors was generally 
thought to be 'moderately important'.
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Table 6.12
Trends in the 1990s: The General Response
1 2 3 4 5 Mean Std n =
% % % % % Dev
Price 55.4 35.9 1.1 3.3 4.3 1.652 0.988 92
Quality 44.6 40.2 5.4 6.5 3.3 1.837 1.019 92
Convenience 18.7 54.9 20.9 4.4 1.1 2.143 0.811 91
Food safety 28.6 35.2 26.4 9.9 0.0 2.176 0.961 91
Healthy eating 9.8 32.6 37.0 19.6 1.1 2.696 0.935 92
'Green* issues 5.6 20.0 43.3 25.6 5.6 3.056 0.952 90
1 = extremely important, 2 = important, 3 = moderately important, 
4 = unimportant, 5 = extremely unimportant
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Figure 6.4
Consumer Trends in the 1990s: All Respondents
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6.7.2 Analysis of the General View
The factor of price was rated as the most important trend in the 1990s. Certainly price 
has increasingly become a major means of competition between food retailers in the 
increasingly concentrated and competitive markets. Even within the UK, which during 
the 1980s witnessed competition based particularly on quality, price and value has 
become an important means of differentiation. An example of the fundamental 
importance of price based competition have been the success of the hard discounters 
in various market conditions. Quality was also considered to be a significant trend in 
the 1990s. An example of this has been the increase in own label ranges which 
compete on price, but unlike previously, also on quality. Again this is particularly 
apparent between the main UK food retailers who aim to differentiate themselves in 
the highly competitive market by means of their relatively low price and high quality 
own label products.
The factors of convenience and food safety were also considered to be important 
trends in the 1990s. Convenience for shoppers has been addressed in a number of 
ways including product ranges, location, store characteristics and opening hours (see 
chapter two). New formulas are increasingly being developed to meet these demands. 
In addition to the convenience store located in neighbourhoods, convenience style 
stores are increasingly being placed in busy centre of town locations, such as for 
example Tesco’s Metro stores, and also adjacent to petrol stations for example, Tesco 
Express. Increasing investment in such formats, particularly in more developed 
markets, illustrates the importance placed on convenience.
Food safety is an issue that retailers feel is necessary to address if  customers are to 
be given confidence in products. Due to the various scares that have caught the 
attention of the media, retailers find it necessary to take precautions to ensure public 
confidence is kept. In some cases retailers have used food safety issues as a means of 
differentiating themselves and advertising their commitment to their customers (see 
chapter two).
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Healthy eating was perceived to be of importance, but not to the same extent as the 
previous factors. Environmental issues were seen to be of only moderate importance. 
To some extent, it might have been viewed that there had been so much attention on 
these issues during the 1980s that sufficient measures had already been taken and they 
were not perceived as being particularly significant in the 1990s. Further, in relation 
to more fundamental factors such as price, they are just not as important in terms of 
competition.
6.7.3 The Cross-national View
As table 6.13 illustrates, French respondents ranked the six factors in the same order 
as the group as a whole. The factor of price was considered to be extremely important, 
illustrated by an average response of 1.2(78). This was the lowest score of any 
category by any national group of respondents. Almost 90% rated price to be an 
'extremely important' influence on the 1990s European food retailing environment. 
Quality was also seen to be a very important factor and it was given a higher rating 
than by any other group with the exception of the Italians. A third of respondents 
perceived it to be 'extremely important' and a further third 'important'.
The category of convenience scored a mean response of 2.2(22). Over 60% of 
respondents thought it was an 'important' factor influencing the European food retail 
industry. Food safety was ranked fourth with a mean of 2.4(44). Healthy eating was 
ranked fifth with a score of 2.8(89) indicating it as only just seen as being more than 
moderately important' to French respondents. The category of green issues was the 
only one to receive an average response of more than three. Although the modal 
answer was that it was a 'moderately important' influence, a third of respondents 
thought it to be 'unimportant'.
For German respondents quality was seen to be a more important trend in the 
European food retailing industry than price. Quality received an average score of 
1.2(86) emphasising its importance.
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Table 6.13
Trends in the 1990s: Cross-national Analysis
France 1 2 3 4 5 Mean Std n =
% % % % % Dev
Price 88.9 5.6 0.0 0.0 5.6 1.278 0.958 18
Quality 33.3 33.3 16.7 16.7 0.0 2.167 1.098 18
Convenience 11.1 61.1 22.2 5.6 0.0 2.222 0.732 18
Food safety 16.7 33.3 38.9 11.1 0.0 2.444 0.922 18
Healthy eating 11.1 33.3 11.1 44.4 0.0 2.889 1.132 18
'Green' issues 0.0 11.1 38.9 33.3 16.7 3.556 0.922 18
Germany 1 2 3 4 5 Mean Std n =
% % % % % Dev
Price 71.4 21.4 7.1 0.0 0.0 1.357 0.633 14
Qualit): 71.4 28.6 0.0 0.0 0.0 1.286 0.469 14
Convenience 35.7 50.0 14.3 0.0 0.0 1.786 0.699 14
Food safety 42.9 42.9 14.3 0.0 0.0 1.714 0.726 14
Healthy eating 14.3 50.0 21.4 14.3 0.0 2.357 0.929 14
'Green' issues 28.6 35.7 14.3 21.4 0.0 2.286 1.139 14
Italy 1 2 3 4 5 Mean Std n =
% % % % % Dev
Price 42.9 42.9 0.0 7.7 7.7 1.929 1.207 14
Quality 35.7 35.7 14.3 0.0 14.3 2.214 1.369 14
Convenience 28.6 42.9 21.4 7.1 0.0 2.071 0.917 14
Food safety 38.5 23.1 23.1 15.4 0.0 2.154 1.144 13
Healthy eating 14.3 2&6 2&6 21.4 7.1 2.786 1.188 14
'Green' issues 0.0 23.1 61.5 15.4 0.0 2.923 0.641 13
Netherlands 1 2 3 4 5 Mean Std n =
% % % % % Dev
Price 54.5 36.4 0.0 9.1 0.0 1.636 0.924 11
Quality 45.5 45.5 0.0 9.1 0.0 1.727 0.905 11
Convenience 0.0 72.7 18.2 9.1 0.0 2.364 0.674 11
Food Safety 18.2 27.3 36.4 18.2 0.0 2.545 1.036 11
Healthy Eating 18.2 27.3 36.4 18.2 0.0 2.545 1.036 11
'Green' issues 0.0 27.3 45.5 27.3 0.0 3.000 0.775 11
UK 1 2 3 4 5 Mean Std n =
% % % % % Dev
Price 35.5 54.8 0.0 3.2 6.5 1.903 1.044 31
Quality 41.9 48.4 0.0 6.5 3.2 1.806 0.980 31
Convenience 19.4 51.6 226 3.2 3.2 2.194 0.910 31
Food Safety 29.0 41.9 22.6 6.5 0.0 2.065 0.892 31
Healthy Eating 3.2 29.0 61.3 6.5 0.0 2.710 0.643 31
'Green' issues 3.2 16.1 51.6 25.8 3.2 3.097 0.831 31
1 = extremely important, 2 = important, 3 = moderately important, 
4 = unimportant, 5 = extremely unimportant
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More than 70% of German respondents perceived that quality was an 'extremely 
important' trend and a further 28.6% thought it to be 'important'. Although the factor 
of price was ranked second, it was still perceived to be more important by the German 
respondents than by any other national group with the exception of the French. Over 
70% of German respondents thought price was an 'extremely important' issue.
The other four factors were all rated as being more important by German respondents 
than by any other national group. Food safety was considered to be the third most 
important trend. Over 42% of respondents rated it as being 'extremely important' and 
the same proportion viewing it as 'important'. Convenience was ranked fourth and over 
a third thought it to be an 'extremely important' factor and half perceived it as 
'important'. The trend of green issues was ranked fifth, but again, its mean score of 
2.2(86) emphasised that the German retailers placed far more emphasis on this trend 
within the European food retailing environment than any of their European 
counterparts. The German retailers were the only group not to rank this category last. 
Healthy eating was last in the list of ranked factors. However, as with previous 
categories its mean response of 2.3(57) placed far more importance on this trend than 
was perceived by any other national group. Almost 15% perceived it to be 'extremely 
important' and half thought it to be 'important'.
The Italian retailers perceived that price was the most important trend in the 1990s 
European food retailing environment although they perceived it to be slightly less 
important than any other national group, over 42% of respondents viewed price as 
being an 'extremely important' trend and the same proportion rated it as being 
'important'. Convenience was perceived to be 'important', illustrated by an average 
score of 2.0(71). Food safety was perceived as being slightly less important but still 
received an average rating of 2.1(54). Nearly 40% of respondents perceived it to be 
an 'extremely important' trend. Quality was ranked fourth with a mean of 2.2(14) 
indicating that Italian retailers were less inclined to see its importance. However, it is 
noted that even this response still assessed it as being a relatively important trend. The
385
Chapter 6: Market Entry Methods and Factors Influencing Market Choice
category of healthy eating was seen as being less important and green issues were 
generally thought to be of a moderate influence.
Dutch retailers also perceived price to be the most important trend within the 
European food retailing environment. Well over half of respondents viewed it as 
'extremely important' and more than a third saw it as being an 'important' influence. 
Quality was deemed to be the second most important category with over 45% of 
respondents rating it as 'extremely important' and the same proportion perceiving it to 
be 'important'. Convenience was ranked third, over 70% of respondents perceiving 
it as 'important'. The categories of food safety and healthy eating were identically 
ranked with means of 2.5(45) indicating they were thought to be of more than 
'moderate importance'. Lastly, the trend of green issues received an average score of 
three, with over 45% of Dutch retailers giving this exact response.
The UK retailers perceived that quality was the most important trend in the 1990s 
European food retail environment. More than 40% of respondents thought it to be an 
'extremely important’ trend. Price was ranked as the second most important factor with 
more than 90% of respondents seeing it as either 'important' or 'extremely important'. 
The category of food safety was generally thought to be 'important'. Only the German 
respondents thought that food safety was a more important trend than the UK retailers. 
The factors of convenience and healthy eating were perceived to be more than 
'moderately important'. Green issues were generally perceived to be of 'moderate 
importance' and over half of UK respondents gave this exact response.
6.7.4 Analysis of the Cross-national View
The French respondents were the most inclined to see the importance of price. Given 
the retail offer of many large scale French retailers this is not surprising. The 
hypermarket formula has always been very much price orientated and has successfully 
been transferred to less developed markets where price competition has been a major 
advantage. They also placed prominence on the trends of quality and convenience.
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They did not view environmental issues as being at all important, and in comparison 
to some of their counterparts, this view is affirmed by their actions.
The Germans perceived quality to be extremely important followed closely by price. 
The German retailers have established themselves as being very much price based and 
so perhaps in an increasingly structured market they are differentiating more and more 
by quality. They perceived all the factors to be important, again most likely an 
outcome of operating in such a competitive environment. They were by far the most 
inclined to view environmental issues as being important, a view that makes sense 
considering their national regulations on such issues. Even though the trend of healthy 
eating was ranked last, it still received a higher score than from any other national 
group emphasising that in such a competitive environment German respondents were 
not complacent about any factors of consideration.
Italian respondents ranked price as the most important trend followed by convenience 
and then food safety. Interestingly, the factor of quality was ranked fourth. This is 
perhaps a surprising response given the traditional structure of the Italian retail 
environment. Dutch respondents rated the factors in the same order as the group as a 
whole. Whilst prominence was placed on price, green issues were seen to be only 
moderately important. Differentiation by means of price competition and quality are 
outcomes of the structured Dutch market.
UK respondents placed most emphasis on quality. The major UK retailers have 
concentrated on differentiating themselves by quality, partly attributed to their use of 
own brand ranges. Price was rated as being almost as important, emphasising the 
recent re-positioning by UK retailers who have become more price orientated. It has 
been suggested that this is partly a response to the foreign hard discounters that have 
entered the UK and partly a means of further competition with each other now quality 
and service have been established. Issues of food safety are also seen as important, no 
doubt partially due to considerable media attention of such issues.
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6.8 SUMMARY
When internationalising, the choice of method of market entry is the outcome of a 
number of influencing and inter-related factors. Not least observable facts such as the 
direction of expansion, sector of activity, and nature of the company in question. In 
general, the empirical findings regarding the likelihood of employing potential methods 
of entering foreign retail markets confirmed the conclusions of previous research 
[Dawson, 1994; Burt, 1995]. Acquisition was rated as the most favourable strategy 
followed by joint venture. The particular characteristics of these methods in relation 
to the food sector have been discussed, namely the benefits they produce in terms of 
food retailers distribution requirements.
Certain national views were derived from the results. These were assessed in the light 
of observational evidence and also related to the intentional direction retailers had 
already taken. It appeared that particular methods of market entry were more suited 
to particular types of markets, for example, joint venture by the French retailers who 
have entered geographically distant and less developed market structures, and organic 
growth by German retailers who have focused upon transferring a unique retail offer 
by means of border hopping. Their perception of the likely direction of expansion is 
discussed in the light of this analysis in chapter eight.
The likelihood of alliance membership and the primary motives for joining were 
discussed. Whilst the savings from economies of scale in terms of buying power was 
not surprisingly rated as the most important reason, there were some distinct national 
differences. In particular, the view of the French respondents who saw alliances 
primarily as a means of protecting the home market from further competition and to 
gain prestige rather than as a way of reducing costs.
The findings relating to considerations when choosing a potential market confer with 
previous research focused upon motivations for retail internationalisation [Alexander,
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1990a, 1990b; Williams, 1992a, 1992b]. Economic market conditions and potential 
market growth were deemed to be the primary considerations when entering a new 
market. The influence of geographical proximity from the home market was also 
thought to be a factor of considerable influence which confirms Burt's [1993] theory.
All the national groups agreed that market conditions and growth potential were 
primary considerations. However, there were diverse opinions as to the importance of 
subsequent factors. For example, the degree of prominence placed upon the 
consideration of the unique offer by the Germans and the fact that French respondents 
placed such little regard on geographic proximity. Observational evidence of retail 
activities was used to interpret such idiosyncratic views.
The results affirmed propositions within the literature in regard to the idiosyncrasies 
of the food sector when considering retail internationalisation. The traditionally limited 
international presence of food retailers has often been regarded as being due to the 
particular nature of their operations, for example their specific logistic and distribution 
requirements. The reactive interpretation of internationalisation assessed that it was too 
difficult for retailers to internationalise whilst their were still opportunities in the 
domestic market. In general, the results confirmed that it is considered more difficult 
for retailers in the food sector to internationalise when compered to their counterparts 
in the non-food sector, especially in terms of the differences in national consumer taste 
and establishing outlets. However, some respondents disagreed with this view and 
even suggested that it might actually be easier for food retailers to internationalise, 
particularly in terms of sourcing.
When asked to evaluate the importance of consumer trends in the European food retail 
environment in the 1990s the factors of price and quality were rated as being 
extremely important. This confirms analysis within the literature which points to 
increasing competition as the markets of Europe become advanced and increasingly 
competitive. Furthering this perspective, it would seem logical that advancing
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structural development throughout Europe will result in food retailers increasingly 
looking for other means of expansion, of which internationalisation will be an 
important consideration.
The findings presented and discussed in this chapter serve to support propositions in 
the literature and the observable movements of retailers within the intentional arena. 
The inter-relationships between the findings in each of the three results and analysis 
chapters are discussed more fully in chapter eight, particularly the impact of the ficus 
of direction of intentional expansion in relation to market entry method and choice of 
m a r k e t .
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7.1 INTRODUCTION
As discussed in the chapter two, the post-war era has witnessed a growing trend of 
international expansion of the retail sector [Alexander, 1993; Burt, 1989]. Academic 
interest in the area of retail internationalisation has developed accordingly, particularly 
in recent years [Bunce, 1989; Burt, 1991,1993; Davies and Jones, 1993; Goldman, 
1981; Ho and Sin, 1987; Jackson, 1976; Kaynak, 1985; Lord et al., 1988; Martenson, 
1981; Robinson and Clarke-Hill, 1990; Stemquist and Kacker, 1994; Thompson and 
Knox, 1991; Wrigley, 1989, 1993]. However, much of the research and literature on 
internationalisation addresses the issue with little regard to a precise definition of the 
process [Alexander, 1994b, Pelligrini, 1994].
The transfer of retail operations outside the domestic market is perhaps the most literal 
interpretation [Dawson, 1993]. A broader approach, which includes the diffusion of 
particular retail concepts and formats to new markets, and the internationalisation of 
management functions and technology, has also been taken [Baron et al., 1991; Burt, 
1991; Stemquist and Kacker, 1994].
In an analysis of the wider implications of the term retail internationalisation, Dawson 
[1994] has suggested seven types of the process; the internationalisation of sourcing, 
the transfer of retail concepts and formats, the transfer of management systems, cross- 
border shopping by consumers, the transfer of individual managers and their ideas and 
methods, the internationalisation of investment, and, the internationalisation of actual 
retail operations.
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Pioch and Brook [1992] suggest that despite the efforts of research in this area there 
is an; 'absence o f an overall framework explaining retail internationalisation' p. 11. 
The lack of a precise and comprehensively employed definition of internationalisation 
causes problems of clarity when discussing the process.
Europe has undergone enormous changes in the post-war era in terms of political, 
economic, social and cultural factors. Such fundamental issues have obviously shaped 
the very nature of the environment, and hence, also the character of the retail industry. 
They have also influenced the process of internationalisation. As discussed in chapter 
two, macro-environmental factors are partly the cause of the transition of power within 
the channel of distribution. The outcome of these changes, namely that the more 
mature markets are now dominated by large scale retail multiples to the detriment of 
independent retailers and retail co-operatives, has been a prerequisite to the growing 
trend of retail internationalisation. This chapter aims to analyse retail 
internationalisation in the post-SEM environment, and, to define the main trends of 
this dynamic process.
7.1.1 A Definition of Terms
As a prerequisite to the following chapter, a brief definition of the way in which 
certain terms have been interpreted is given. Although perhaps self-explanatory, it is 
hoped that defining them at this point will reduce confusion as to their precise 
meaning within the following discussion. The words nation, state and country have 
been used interchangeably to describe nation-states. Region has been used to define 
relatively large areas within one country and not comprising areas crossing national 
borders. An example of such is south-east England or north-west France. Areas on a 
smaller scale and still within a nation are referred to as sub-regions. Geographical 
areas encompassing more than one nation, for example north-west Europe, and also 
larger areas including whole continents, are defined as international, world or global 
regions.
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7.2 INTERNATIONALISATION: A DEFINITION
As mentioned throughout this thesis, the process of internationalisation has received 
increasing attention from both practitioners and academics in recent years. Changes 
in the political, legislative, economic and socio-cultural environment influence the 
process of internationalisation. Of specific interest in terms of this research is the 
formation of the European Union and the establishment of the SEM in 1992. The 
SEM, with its primary objectives of removing fiscal, physical and technical barriers 
to trade, is obviously tied closely to the process of internationalisation.
Further, the EU is bringing about changes at a most fundamental level, namely 
changes in macro-environmental factors of economics, politics, legislation and socio­
cultural factors. The intrinsic changes that are an outcome of the SEM will have an 
impact upon the types of growth strategies employed by retailers, and this in turn will 
influence the extent of and the process of internationalisation. As a prerequisite to 
addressing this issue, a definition of the process of internationalisation is given.
7.2.1 Implications of the Term Internationalisation
As noted in chapter three, the term internationalisation implies the movement from 
one nation to another. Consumer markets are often considered in terms of national 
markets, and hence the national border is commonly perceived as the boundary of an 
homogeneous area. When considering macro-environmental factors, including those 
of politics, legislation, economics, language, and even culture, this is not necessarily 
the case. These factors are obviously not uniform throughout a country, and may vary 
on a regional and sub-regional basis.
In addition, a similar environment may be found in a number of countries. For 
example, variables such as political climate and economic conditions may resemble 
the situation in a neighbouring country, and hence in such circumstances the national 
border makes little impact on environmental factors. In some instances it may be
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difficult to distinguish areas of one country from another in terms of a variety of 
influences, including the economy, socio-culture, and demographic factors.
The potential lack of uniformity of macro-economic conditions within a nation, and 
the possible similarity in conditions between different countries, may be true to an 
even greater extent in terms of consumer characteristics. Just as environmental factors 
are not necessarily constant within a nation, and not necessarily different between 
countries, the same is true of the factors commonly used to measure consumer 
characteristics. Factors such as level of disposable income, type of household 
structure, and lifestyle type, may all vary within nations and do not necessarily alter 
at state borers.
As a furtherance of this issue, when considering the market of the USA, Hollander 
[1970] has suggested that differences within countries may, in some cases, far exceed 
those between them. Dawson [1994] has made the same point for Europe. He 
suggested that in some areas of Europe there may be greater variations in terms of 
conditions for operating stores between regions of a country than operating across 
national borders. The necessary market conditions are a prerequisite to any successful 
move by a retailer into a new country. As Alexander [1994b] has expressed, once the 
fact that differences within a nation may exceed those between them is acknowledged, 
it brings in to question the whole concept of 'internationalisation'.
If the state border is not necessarily a comprehensive definition of the differences 
between areas, then how are spatial regions, and the process of movement between 
them, to be defined? It has already been suggested that a variety of inter-related 
factors shape the environment, including those of a political, legislative, economic, 
social, cultural, and demographic nature. If quantified, these could potentially be 
mapped and superimposed to build up a more complex image of the environment.
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7.2.2 Methodological Constraints
As addressed in the methodology chapter, an issue that immediately arises when 
carrying out cross-national research on the retail sector is the lack of directly 
comparative data. This problem emerges primarily from the fact that countries, and 
also regions on a sub-national scale, collect different types of data and also use 
different definitions to collate and interpret the socio-economic environment. Not only 
does the quantity of data available differ between countries, but also the quality. Often 
even when information are obtainable, the necessary adjustments needed for it to be 
of any use on a cross-national comparative basis severely limit the validity of 
subsequent analysis.
Assuming that information is available from different countries, it may have been 
collated by means of approximation within broad categories. For example, census data 
of the levels of household income is accessible for Western European countries. 
However, this may have been collated, for example, by means of a respondent 
marking which financial band their household income is within. Thus, although the 
information provides an insight into the situation at the general level, any averages or 
further calculations are subject to a high degree of error.
Additionally, much socioeconomic information is perceived by many respondents as 
being of a confidential nature, and hence they may not always be happy to reveal their 
true details. These factors, in conjunction with other more quantifiable factors, such 
as fluctuating exchange rates, all complicate attempts to place information into a form 
that is directly comparable on a cross-national basis, and hence may limit the validity 
of analysis based on such information [CIG, 1991a].
In terms of retail internationalisation, due to the problems of analysing socioeconomic 
characteristics on a cross-national basis, Alexander [1994b] has suggested using a 
proxy measure of combined influences. In an attempt to analyse the market he has 
suggested using the level of development of the retail structure. The problem of
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comparable data to some extent remains, exemplified by the differences in the various 
terms used to define particular formats of food retail outlets in Europe [CIG, 1991b]. 
For example, an outlet that is defined in Germany as a hypermarket, based on, for 
example, its size and the percentage of sales that are food relative to non-food sales, 
is not necessarily the same definition used in France when collating information on 
hypermarkets. However, using a measure of the level of retail structure development, 
problems of non-comparable data may at least be diminished.
It is probably fair to say that, on the whole, information regarding the retail sector 
suitable for cross-national analysis is available, but the measure of error due to the fact 
that much of it is not directly comparable must be considered when conducting 
analysis. It has been suggested that there will be an increasing call from retail 
practitioners for more comparable data, as a prerequisite to more organisations 
expanding within the SEM. An important consideration if more commercial 
information is to be available, is the institution of new data capture techniques. One 
such method, for example, is information that may be derived from scanning products 
at the point of sale, which can subsequently be used by both retailers and analysts in 
terms of market research [Gofton, 1991]. However, such a method produces very 
specific information, and many more measures are needed if the European retail 
environment is to be analysed on a directly comparable basis.
Difficulties associated with the analysis of internationalisation have been addressed, 
however, the problem remains as how best to define the process of 
internationalisation. One way is to define the contexts it is used to describe, and from 
this build up a clearer image of the actual process. Although retail internationalisation 
is often perceived as the transfer of retail operations into a non-domestic market, its 
application is very often broader than this. Retail internationalisation has also been 
described as including the cross-border transfers of techniques, concepts and practices, 
as well as direct investment activity and the development of cross-border alliances 
[Treadgold, 1989]. These concepts are discussed more fully in chapter three.
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7.3 THE IMPACT OF THE SEM
A more detailed analysis of the EU and SEM is provided in the literature review in 
chapter two. A brief summary of the aims and objectives is given below as a means 
of setting the context for further discussion in with in this chapter.
7.3.1 The SEM
It is generally agreed that the SEM has brought about macro-environmental changes 
within Europe. The fundamental aim of the SEM is to reduce fiscal, physical and 
technical barriers within the EU, thereby creating a mass European market with an 
estimated population of 320 million [European Commission, 1993]. It is predicted that 
this will encourage competition on a larger scale, there by promoting economic 
growth. In addition, the sheer size of the SEM potentially produces savings from 
economies of scale, allowing Europe to compete with other world regions on a global 
basis.
As noted in the literature chapter (section 2.6), the EU is the outcome of increased 
European integration in the post-war era. Although the initial motive may have been 
more political in nature, the economic value of European co-operation has become a 
main objective. Co-operation between six nations began with the signing of the 
Treaties of Rome in 1957. By 1986 membership of the Community had increased to 
12; namely, Belgium, Denmark, France, Germany, Greece, Irish Republic, Italy, the 
Netherlands, Portugal, Spain, and the UK. The framework of the EU aims to establish 
increased co-operation and integration between these countries.
The SEM officially came into existence on January 1 1993. The overall aim of the 
SEM was to integrate the 12 member markets, economies and societies, in such a way 
that individuals, businesses and trade would be free to move anywhere within the 
community. As a means of meeting this objective, legislation has been established to 
reduce physical, fiscal and technical barriers to trade [IBI, 1992 ].
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The fundamental goal was to promote economic growth and to enable European 
businesses to become more competitive in the global market. A vision of the potential 
offered by the SEM was proposed by Cecchini in his now seminal work;
'A dramatically new environment now awaits consumers and producers alike in the 
integrated Community market post 1992 ... the removal o f  a whole range o f  non-tariff 
barriers ... leads to an immediate downward impact on costs. But this is merely the 
primary effect... much more substantial gains will be generated by the completion o f 
the EC internal market. It attainment means not just the simple elimination o f  
constraints sapping effective business performance, but above all a new and perrasive 
competitive climate' [Cecchini, 1988, as quoted in Coopers and Lybrand, 1989, p.56].
The SEM has such varied and far reaching policies that it might be assumed it would 
influence all sectors of business. However, the extent to which the SEM is impacting 
upon the retail sector in particular has been questioned. Whitehead [1992a], has 
assessed that it is likely that retailing will in the main only benefit from the 
establishment of the SEM through indirect gains that are filtered down. Pioch and 
Brook [1995] go on to suggest that the European retail industry is not gaining the 
attention that its size and prominence would suggest it deserves;
'retailing, unlike manufacturing industries, operates at the interface between the ’end’ 
consumer and producer. Such a position should assign retailing to an important role 
in the European integration process as a whole' [Pioch and Brook, 1995, p. 12].
An illustration of retailing not being considered as particularly important in terms of 
the SEM is the fact that very few referrals have been made to the European 
monopolies and mergers commission relating to retail companies. Of 50 or so referrals 
made between 1991 and 1993 only one was accepted. It is assumed that European 
retailers, of which food retailers are amongst the largest are not considered of a 
significant scale, even those who have internationalised within the EU [Morgan, 1994].
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Figures relating to the number of employees in the retail industry throughout Europe 
would, however, suggest that the retail sector is important to Europe’s economy. Even 
if its turnover is not as large as other sectors, the fact that it employs so many people, 
it would seem surprising that the Commission would not perceive retailing as 
important. Not only is the large number of employees a consideration, for example, 
in terms of employee rights, but of course the retail industry also has a direct link with 
the 320 million consumers in the SEM.
As discussed in chapter two, although there may be only a limited amount of 
legislation that is set up to directly impact upon retailers, much of the EU regulations 
of a more general nature do have some effect on the retail industry, just as they effect 
other sectors. It is likely that some of these measures will reduce costs for retailers and 
increase their choice of suppliers, there by allowing them to have more power in 
negotiations. For example, the measures to reduce restrictions in transport throughout 
the SEM, such as harmonisation of infrastructure and reduction in bureaucracy at 
borders, will, it is assumed reduce costs for retailers sourcing outside the home market 
[CIG, 1991b]. Similarly, in the post-1992 environment retailers will have a wider 
choice of goods and suppliers as the concept of 'mutual recognition' means that 
products acceptable in one market, should in theory, be acceptable in markets 
throughout the EU.
However, other legislation that has been harmonised to ensure equality through out the 
EU may be to the detriment of retailers, depending upon which country they are from 
and the extent of the national legislation already in place. For example, it is expected 
that new measures regarding the environment, such as in the type of packaging that 
is acceptable, will increase costs for retailers, and subsequently consumers.
The food retail sector incurs effects that other non-food retailers do not, or at least not 
to the same extent. In fact it has been claimed that the SEM has imposed more 
legislation on the food retail sector than any non-food sectors. Most of these measures
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have been directed at the issues of health and safety, and protecting the interests of 
consumers and employees. For example, legislation brought in in the interests of part- 
time and seasonal workers is particularly relevant to food retail companies. The 
workforce, particularly in the more developed markets, is made up of a high 
proportion of female and part-time staff. It is likely EU legislation will increase costs 
for retailers by introducing regulations in such areas as training, maternity leave and 
holiday pay [CIG, 1991a]. In addition, EU regulations requiring changes in additives, 
flavourings, and labelling standards will, at least in the initial change over period, be 
likely to increase the cost for food retailers.
7.3.2 Impact on Retail Internationalisation
As noted above, it is likely that the changing environment of the SEM will impact 
upon retailers in a number of different areas. The reduction in barriers is likely to lead 
to more international sourcing within the EU. Further, it has been suggested within the 
literature that the FTA environment of post-1992 Europe will result in increasing rates 
of retail internationalisation within Europe. As suggested previously, even if the SEM 
is not the direct cause of cross border expansion by retailers, it surely serves to 
promote and even accelerate the process. This view has been summarised by Bendall;
'Set in the context o f the expansion o f international, even global, retailing in the past 
decade, and the relative explosion in this phenomenon in the EC in the last two years, 
the 1992 legislative changes will probably act as a catalyst and facilitator fo r  the 
changes already occurring in the competitive environment . In some segments o f 
retailing within the EC the combined effect o f internationalisation and 1992 may well 
lead to a significant restructuring over the next five to ten years' [Bendall, 1989, p. 
55].
However, the dynamic nature of the SEM may also bring about negative influences 
in terms of internationalisation. It has been suggested that the complexity of the 
situation is intensified by the fact that the quantifiable changes within an environment.
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such as legislative harmonisation, do not necessarily tally with our perceptions. There 
is evidence to suggest that our recognition of the differences between countries, and 
the implied homogeneity within nations, is not keeping pace with the changing 
environment. Looking at the fundamental transitions that have occurred in recent years 
in Europe, Wijkman has suggested that our mental maps of Europe lag behind the 
reality of the situation;
'Concepts like "Eastern Europe" and "Western Europe", having lost their political 
connotations, retain only their geographic significance and refer now to different 
groups o f countries than before’ [Wijkman, 1993 p.l].
As discussed in section 3.6 if this is indeed the case, it has implications for the 
process of internationalisation. It suggests that in part at least, decisions on whether 
to expand within Europe, and which market to focus upon, are based partly on 
perceptions that no longer tally with reality. This suggests that there is a real need for 
further and future research into the actual changes that are occurring in the SEM and 
analysis of the impact they will have upon the process of internationalisation.
7.3.3 FTA*s and Internationalisation
The changes in the environment as a result of the establishment of a free trade area 
(FTA), such as the SEM, puts forward the proposition that cross-border expansion 
within the region is no longer strictly a process of internationalisation. With the 
harmonisation of much of the legislation, is it not simply a form of regional 
geographical expansion? And further, are there not instances where a retailer may find 
it more difficult to expand in to areas within its original domestic market, than in to 
areas outside its national border? This concept is summarised by Alexander;
'Within a Free Trade Area, however, the term (internationalisation) becomes 
increasingly meaningless as integration erodes the regulatory implications o f  the state' 
[Alexander, 1994b p.4].
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The federal structure common to many European countries, where sub-regions within 
the nation have individual regulations particular to the locality, would seem to give 
further weight to this theory. Obviously, a retailer moving from one region to another 
within a country is not considered to be moving internationally. However, in reality, 
there may actually be greater differences moving on the intra-state level, rather than 
at the international scale.
As discussed in previous chapters, the process of retail internationalisation within 
Europe has accelerated particularly since the late 1980s [CIG, 1991; Eurostat, 1993]. 
The creation of the SEM proved to be a catalyst for both practitioners and academics 
to assess the impact it may have on the rate and nature of internationalisation. As 
noted above, it is perhaps most commonly perceived that whilst the SEM may be 
accelerating retail cross-border expansion within the EU, it is not necessarily a 
prerequisite or directly causal [Alexander, 1990c; Burt, 1989; Halls worth, 1992]. 
Salmon and Tordjman [1989] have placed greater prominence on its impact, but 
Treadgold [1991] emphasises the more general consensus, namely that;
'The 1992 programme is facilitating the emergence o f supranational retail businesses 
in Europe but is not, at least should not be, driving the process' [Treadgold, 1991, p. 
11].
Pioch and Brook [1995] conclude that there remain so many differences between 
nations within the EU, that the increased rates of internationalisation commonly 
anticipated as a result of the SEM will not occur. They perceive that consumer 
legislation and market conditions of member states remain diverse, and thus national 
boundaries are as important as they were prior to the creation of the SEM. 
Additionally, they evidence the fact that the process of accelerating retail 
internationalisation was a growing trend before the 1992 programme was in place, and 
hence suggests it is not a directly causal factor. This theory is reinforced by Peschel 
who states;
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'The completion o f the Single European Market is not a revolutionary event. In 
general, it strengthens existing growth rates' [Peschel, 1992, p. 390].
The remainder of this chapter addresses the issue of retail internationalisation in the 
SEM. Empirical findings from the survey are used in conjunction with the debate in 
the literature to assess the nature of retail internationalisation within the SEM, and, to 
what extent if any it is imposing changes upon the nature of the process of 
internationalisation.
7.4 PERCEPTIONS OF THE SEM
Findings from the initial interviews carried out with the directors of food retail 
companies highlighted a somewhat mixed reaction towards the SEM. When questioned 
on the establishment of the SEM, the impact they felt it would have upon the food 
retail industry, and specific ways it was influencing their company, varied responses 
were given. Whilst some retailers felt that the SEM would be a positive development 
in terms of expansion opportunities and a prospering European economy, others 
responded in a contradictory fashion, namely that they disagreed with the very 
principles of the SEM. Similarly, while some retailers stated they were not making any 
policy changes in regard to changes imposed by the SEM, others were making 
extensive alterations in their policy as a direct response to the SEM. In general, many 
retailers presented cautious responses to the questions focusing upon the SEM, no 
doubt in part due to the timing of the survey which was relatively soon after its 
establishment.
It appeared that the only safe conclusion from the interview results was that there was 
a great deal of variation between the views of European food retailers regarding the 
SEM and the subsequent impact it would have on the European food retailing 
environment. Although there appeared to be a certain amount of contradiction in the
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views that were stated, most respondents seemed to be fairly sure in their own 
perception of the SEM. A number of respondents stated that they were still analysing 
the situation and were not prepared to give a conclusive view of the SEM as they felt 
the developments were still occurring. However, the majority of respondents were 
confident in their own view.
Following on from this varied and in many ways confusing insight gained from the 
interviews, it was decided to research the perceptions of the larger sample of 
respondents targeted in the postal survey in regard to the SEM. The first section of the 
postal questionnaire (see section 1 in appendix 4.14) dealt with the issue of the SEM. 
The first question asked respondents, using a Likert scale, to rate the extent that the 
SEM is influencing their company. The Likert scale consisted of two opposite 
statements on a five point scale. The statement at one end of the scale, rated as 1, was 
that the SEM was having 'no effect' on their company. At the opposite end of the 
scale, rated as 5, was the statement that the SEM was having 'a major effect'.
The second question referred to the respondents' overall view of the SEM. At one end 
of the scale was the statement that they were now in a position of having to 'protect 
their home market' which was rated as 1. At the opposite end, rated as 5 on the scale, 
was the statement that their overall attitude towards the SEM was that it provided 
'great opportunities'. Obviously these two views are not directly diametrically opposed.
The question was intended to distinguish whether all things considered, respondents 
had a negative or positive attitude towards the SEM, and it was hoped that the two 
statements would reflect these distinct attitudes. The fact that a small number of 
respondents noted on the questionnaire that they felt both statements reflected their 
attitude illuminated a failing in the methodology. It is hoped that because all the 
respondents did in fact answer the question, and thereby it is assumed that they stated 
their overall attitude, then the results do give an indication of the overall attitude, 
despite the flaws in the question construction.
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The third question asked respondents how much research into the impact of the SEM 
they had carried out. The Likert scale ranged from having 'not analysed the SEM at 
all, rated as 1 on the scale, to having 'comprehensively analysed the potential effects 
of the SEM, rated at 5 on the scale.
The fourth question dealt with the issue of the extent that respondents' companies had 
changed their policies as a direct result of the SEM. 1 on the Likert scale represented 
the position of 'no policy changes', whilst 5 represented 'extensive changes' in the 
companies policy.
7.4.1 The General View
Tables 7.1 to 7.4 illustrate the responses regarding respondents perceptions of the 
SEM. The responses are given firstly for the group as a whole, and then by country 
of origin. Table 7.1 illustrates that for the group as a whole the responses were fairly 
dispersed with a standard deviation of 1.156. All categories gained at least 
approximately 20%, with the exception of category number 1, namely the view that 
the SEM has 'no real affect' on the respondents company. The mean score was 3.380, 
indicating the average response was that the SEM was perceived as having an effect 
on the companies in question, all be it a mild one.
In table 7.2, respondents perceptions of the overall view of the SEM are displayed. 
The results are fairly dispersed, indicated by a standard deviation of more than 1. 
However, within this pattern nearly 45% rated the question as a 4 on the scale. This, 
indicates that the majority of respondents perceived the SEM as being an opportunity, 
rather than a threat to the domestic market.
However, the fact that over 25% 'sat on the fence' and responded to the question by 
rating 3, indicates that their are clearly some retailers who acknowledge that while 
opportunities are provided by the SEM, an element of increased competition in the 
home market is also apparent
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Table 7.1
Impact of the SEM
1 2 3 4 5 Mean Std Dev n =
% % % % %
All* 3.3 25.0 21.7 30.4 19.6 3.380 1.156 92
France 5.6 27.8 11.1 22.2 33.3 3.500 1.383 18
Germany 0.0 14.3 14.3 50.0 21.4 3.786 0.975 14
Italy 7.1 50.0 14.3 21.4 7.1 2.714 1.139 14
Netherlands 0.0 27.3 9.1 36.4 27.3 3.636 1.206 11
UK 3.2 16.1 38.7 25.8 16.1 3.355 1.050 31
1 = Has no real affect. 5 = Has major affect
Note; All* includes responses from Spanish respondents
Table 7.2
Overall View of SEM
1 2 3 4 5 Mean Std Dev n =
% % % % %
All* 5.4 10.9 26.1 44.6 13.0 3.489 1.032 92
France 5.6 5.6 22.2 44.4 22.2 3.722 1.074 18
Germany 0.0 0.0 14.3 64.3 21.4 4.071 0.616 14
Italy 14.3 28.6 21.4 28.6 7.1 2.857 1.231 14
Netherlands 0.0 9.1 27.3 45.5 18.2 3.727 0.905 11
UK 0.0 9.7 38.7 45.2 6.5 3.484 0.769 31
1 = Must protect home market, 5 = Provides great opportunities
Note: All* includes responses from Spanish respondents
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Table 7.3
Research on the Potential Impact of the SEM
1 2 3 4 5 Mean Std Dev n =
% % % % %
All* 16.3 22.8 15.2 32.6 13.0 3.033 1.321 92
France 22.2 22.2 16.7 27.8 11.1 2.833 1.383 18
Germany 7.1 7.1 0.0 64.3 21.4 3.857 1.099 14
Italy 28.6 35.7 14.3 21.4 0.0 2.286 1.139 14
Netherlands 0.0 9.1 18.2 36.4 36.4 4.000 1.000 11
UK 16.1 25.8 19.4 29.0 9.7 2.903 1.274 31
1 = Have not analysed SEM, 5 = Have comprehensively analysed SEM
Note: All* includes responses from Spanish respondents
Table 7.4
Policy Changes as a Result of the SEM
1 2 3 4 5 Mean Std Dev n =
% % % % %
All* 25.0 19.6 18.5 28.3 8.7 2.761 1.337 92
France 33.3 16.7 22.2 11.1 16.7 2.611 1.501 18
Germany 14.3 0.0 35.7 28.6 21.4 3.429 1.284 14
Italy 42.9 21.4 0.0 28.6 21.4 3.429 1.284 14
Netherlands 18.2 27.3 0.0 45.5 9.1 3.000 1.414 11
UK 2.6 29.0 22.6 25.8 0.0 2.903 1.274 31
1 = No policy changes, 5 = Extensive policy changes 
Note: All* includes responses from Spanish respondents
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Another possible explanation for the significant minority of respondents who rated 3 
on the scale is that they felt the situation is still in flux and therefore were not 
prepared to guess which factor would become most dominant.
The third question focusing on the respondents’ views of the SEM asked the extent to 
which any research had been carried out in respect of potential impacts of the SEM. 
With the fundamental and wide ranging scope of the SEM, in conjunction with the 
amount of media attention it has received, it might have been assumed research would 
have been conducted by most companies, especially considering they are all of a 
substantial size. However, the results of this survey did not support this assumption. 
The answers are dispersed with a standard deviation of 1.321 (table 7.3). Certainly, 
a proportion had carried out some analysis of the SEM, indicated by the fact that just 
over 45% of respondents rated either a 4 or a 5 on the scale. However, over one third 
of respondents had conducted no, or little, analysis of the SEM.
Moving on from the issue of research, the fourth question in the questionnaire assessed 
the extent of policy changes made by the retailers as a direct result of the SEM. Table
7.4 illustrates the results. Again the results were dispersed with a standard deviation 
of 1.337. Respondents answers were distributed throughout all the categories. An 
interesting aspect is that whilst a quarter of respondents had made 'no policy changes', 
only 8.7% had made 'extensive policy changes'. This trend is supported by the overall 
mean score of 2.7(61), which is fairly centrally positioned on the scale, but tending 
towards the 'no policy changes' end of the Likert scale.
7.4.2 Analysis of the General View
As previously noted, the overall view was that the SEM was impacting upon their 
company, although not to any great extent. The fact that the impact of the SEM was 
not perceived to be stronger may in part be due to the timing of the survey, the fact 
that the SEM had been established for just over a year when respondents were 
questioned. It may be that in this space of time few of the impacts had yet been felt.
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However, as previously noted in section 7.3, the literature suggests that the retailing 
industry has received only limited attention from the Community, and as a result 
impacts due to such factors as changes in legislation, have not brought about major 
effects on the retail companies.
Another explanation for this overall response is drawn from the subsequent questions 
in question one. For example, it would appear that from the retail companies in the 
sample, there has been only a limited amount of research carried out and few 
subsequent changes in policy due to the SEM. It may be that these factors are inter­
related. For example, perhaps respondents perceive there to be only a limited impact 
on their company because they have not carried out sufficient research to identify the 
changes and subsequently respond to these.
As previously noted, problems in the way question 1.2 is structured limit the extent 
to which any subsequent analysis should be taken. One general point, as already 
indicated, is that overall the majority of respondents were positive in their attitude 
towards the SEM and perceived that it represented opportunities. In terms of food 
retailing it is assumed that such a view is linked to the process of internationalisation 
within the EU. This may be in terms of actually establishing retail outlets in other 
European markets, but as already discussed, it may also involve the transfer of 
concepts, management expertise, technology, and buying operations. The fact that so 
many respondents stated their overall view of the SEM was that it provided 
opportunities for growth could be taken as indicating that the SEM makes Europe a 
more attractive environment to expand within.
The responses to the third question (table 7.3) appear to contradict the analysis of the 
previous question. They illustrate that some retailers feel the SEM is of little 
relevance to their company. If this is so, than furthering the argument, it might be 
suggested that such retailers either are not considering internationalising into a 
European market, or that they consider the SEM would have little or no impact on any
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potential internationalisation within Europe. Certainly it seems surprising that such a 
significant minority, by conducting little if any research into the influence of the SEM 
on their company, place such little priority on its potential impact. One explanation 
of this apparently contradictory situation is that the respondents who felt the SEM was 
of little impact were operating on a purely domestic basis and had no plans to expand 
beyond. However, even this explanation does not entirely suffice, as they would still 
be open to the potential for increased competition by foreign retailers moving into 
their domestic market.
The fact that some retailers had made few policy changes in the light of the SEM 
whilst others had made significant changes is in keeping with the results of previous 
questions, namely that there was a very varied response towards the SEM. It would 
appear that while some of the respondents view the SEM as a catalyst for change in 
the European retailing environment and are taking consequent action, others feel the 
SEM is of little relevance and will be of little importance to them.
7.4.3 The Cross-national View
The results of respondents' views regarding the SEM were also sub-divided by country 
of origin in order to identify any differences in the retailers responses to the SEM 
based on nationality.
From the results of the question focusing upon the extent to which the SEM is 
influencing companies (table 7.1), the main feature appears to be that when analysed 
on a cross-national basis, German respondents were far more inclined than any other 
national group to perceive that the SEM was influencing their company. More than 
85% of German respondents rated the impact of the SEM as 3 or greater on the Likert 
scale. The average view of French, Dutch and UK respondents was that they felt the 
SEM was having an impact upon their company, although not to the same extent as 
that perceived by the German respondents. Italian respondents were the only group 
to, on average, feel that the SEM was not having a significant effect on their company.
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Table 7.2 presents the results for the question addressing the issue of the overall 
attitude towards the SEM. As in the previous question, a main feature of the results 
is that the German respondents were much more positive towards the SEM. Again 
over 85% rated the question as either 4 or 5 on the scale, indicating that they viewed 
that the SEM provided great opportunities. The Dutch and French respondents were 
also positive towards the SEM, with around two thirds of respondents from both 
groups marking either a 4 or a 5 on the scale. UK respondents were slightly less 
positive, with the majority of responses being either a 3 or 4, but never the less, this 
still represented the fact that, over all, they were inclined to view the SEM in a 
positive light. The Italian respondents were again the only group to give an average 
response of less than 3. However, within this result, the dispersed nature of the 
frequency distribution indicates that some Italian retailers did see the SEM as 
providing opportunities.
When assessing the extent to which research analysing the SEM had been carried out, 
there appeared to be a varied response when analysed by country of origin (table 7.3). 
Dutch and German respondents both averaged a rating of more than 3, indicating that 
most respondents had carried out research and analysis of the potential impacts of the 
SEM upon their company. The answers from UK and French respondents were very 
varied, signified by standard deviations of more than 1.2. For both groups, a 
significant minority of respondents had carried out no analysis, whilst a separate 
significant minority had carried out comprehensive analysis of the SEM. This pattern 
suggested there was no strong national trend. The Italian respondents were far less 
likely to have conducted analysis of the SEM than any other group. Around two thirds 
of them rated the question as either a 1 or 2, illustrating this negative approach.
The responses relating to the extent of policy changes are given in table 7.4. 
Responses for all national groups are varied. As previously noted, the results for the 
group as a whole showed a dispersed pattern with no strong trend determinable. The 
results suggest more obvious trends when analysed by country of origin. Certainly the
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Dutch and German respondents were more inclined to state that there had been policy 
changes as a direct result of the SEM. Responses from UK retailers to some extent 
reflect those for the group as a whole. They are dispersed but no UK retailer was 
prepared to state that they had made extensive policy changes. Surprisingly, more than 
20% of Italian respondents stated just that, namely that as a direct result of the SEM 
they had made extensive changes in policy.
7.4.4 Analysis of the Cross-national View
As noted above, the main feature of the responses regarding the perceived effect of 
the SEM on the retail companies in question is the very strong opinion of the German 
respondents (table 7.1). They were the group of respondents who felt the SEM was 
having most impact. Such a result is in line with other findings from the questionnaire 
and discussed in the previous chapters. Notably, the German respondents were most 
positive towards Europe as a region for expansion within, and it would seem there is 
a link between these two factors; namely that if the SEM is impacting upon the 
German companies, it is in a way that promotes the expansion of German food 
retailers within the EU.
The general response from French, Dutch and UK retailers was that the SEM was 
impacting upon them, although to a lesser extent than the Germans. This again is in 
line with previous findings, specifically that there was, overall, a cautious but positive 
attitude towards the opportunities for expansion within the EU. A possible explanation 
for the Italian response to the impact of the SEM, namely that it is relatively 
insignificant, (table 7.1) is that in contrast to their counterparts in the survey, Italian 
food retailers are more likely to concentrate their views on the national environment 
and consumer market than on Europe. This suggestion is borne out by the results 
presented in chapter five regarding the Italian retailers views on expansion strategies.
As previously noted, table 7.2 suggests that the German respondents took a much 
more pro-SEM stance than any of the other national groups. As suggested above, this
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is supported both by previous findings from this survey, and from observational 
evidence of retailer behaviour commented on in the literature. The positive view of 
the Dutch retailers is also in line with previous findings of this survey. However, the 
relatively positive view of the French is not totally in keeping with their views on 
expansion opportunities as discussed in chapter five. The French did not place as 
much emphasis on opportunities to extend their operations within Europe. This may 
be due to a number of factors. For example, French retailers already have a significant 
number of food retail operations in other European countries, primarily Spain and 
Portugal. In addition, the French focused their expansion plans on opportunities in 
regions further afield than Europe, but this is not to say they do not recognise that the 
EU does have opportunities.
The somewhat cautious response by UK retailers is not surprising, in that it reflects 
their cautious stance to many of the questions, particularly those regarding aspects of 
international expansion. The Italians were the only group to respond with a negative 
attitude towards the SEM. However, given the level of retail structure development 
this is more understandable. Whilst the relatively uncompetitive Italian market creates 
opportunities for foreign investment in the food retail sector, many of the Italian food 
retailers are not of a size normally associated with internationalisation. However, the 
dispersed response given indicates that although on the whole the SEM is not viewed 
as being an opportune environment for expansion, a significant minority of Italian 
respondents are aware of the potential opportunities in the post-1992 setting.
The results in table 7.3 illustrate the interest of German and Dutch in opportunities in 
Europe. The majority of respondents in both these groups had conducted research into 
the impacts of the SEM. Considering their positive perception of the SEM, and their 
view that it was having an influence up on them, this is not surprising. It also suggests 
that they consider the SEM significant enough to analyse and to incorporate into their 
long term strategies.
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The responses of the French and UK also confirmed the overall picture of their 
average attitude towards the SEM, in that there responses were both varied, and on 
average, less positive and proactive. Similarly, the fact that the Italians were the group 
least likely to have conducted research confirmed previous findings suggesting that 
overall they do not take a positive stance towards the SEM and do not feel that it 
directly impinges on them.
Overall both Dutch and German respondents stated there had been significant policy 
changes as a result of the SEM. Again, this concurs with previous findings from the 
survey, namely that both groups of respondents and particularly the Germans were 
focusing attention on the European market in terms of expansion policies, and hence 
changes in macro-environmental conditions brought about by the SEM would be likely 
to alter their plans for expansion.
For the majority of French retailers, there had been either no policy changes, or 
changes of a limited nature (table 7.4). In many respects, given the positive and 
proactive stance taken by French retailers towards internationalisation (see chapter 
five), this is an unexpected approach. However, Europe held only limited interest for 
them in terms of potential markets, and so it would seem they are focusing their 
attention on markets outside Europe, and thus, the SEM has a limited impact upon 
their strategies. However, when considering observational evidence of the substantial 
interests of French retailers in Europe, particularly in Spain, it would seem reasonable 
that the SEM would be of potential importance to them. One interpretation is that 
despite their sizeable operations already established in Europe, future expansion is 
very much focused on markets elsewhere, and hence, the SEM is not altering their 
expansion plans. However, even this interpretation would suggest a negative response 
towards the SEM. The post-1992 environment does not appear to make the EU a 
sufficiently more favourable place for French retailers to consider expansion increasing 
their opportunities
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The UK responses were more difficult to interpret as they showed no strong trend. 
This in itself suggests that there is a varied response towards the SEM among UK 
food retailers and a variance in the extent to which it is impacting upon their policies 
and strategies.
Significantly, a minority of Italian respondents claimed that there had been extensive 
policy changes as a result of the SEM. One possible explanation may be that prior to 
the SEM, Italian retailers had not considered expanding internationally and the 
establishment of the SEM has served to focus attention on this possibility. If this is 
the case, it would support results from chapter five, that although most Italian retailers 
are still very much focused on the domestic market, they are increasingly looking at 
the possibilities of international expansion within Europe.
7.4.5 Perceptions of the SEM: In Synthesis
To summarise the overall response towards the SEM, the results revealed a dispersed 
pattern of responses with no real consensus of opinion. In very general terms, the 
response seemed to be one of cautious optimism towards the SEM and its likely 
impact on the food retail industry. Overall, the view of respondents was that the SEM 
does provide opportunities, and that it is having an impact, although slight, on the 
retail companies in question. For the sample as a whole there was a limited amount 
of research and analysis conducted on the issue. However, even where research had 
been undertaken, it was not in general translated into direct changes in policy. It 
should be noted that within this general picture there were very varied responses. 
While some respondents had a very positive view of the SEM and the opportunities 
it provides, taking action accordingly, others felt it would have a negative impact on 
their company. Other retailers felt the SEM was of limited importance and had 
subsequently paid little attention to its analysis.
Such a situation points to the fact that at the macro-environmental level the SEM and 
the argued merits and disadvantages associated with it are an issue of contention. The
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results from this survey convey the same is true of its potential impact upon the retail 
sector. Despite all the attention it has received, in the period shortly after its 
establishment when this survey was conducted, there still appears to be a significant 
amount of disagreement or confusion over the impact of the SEM and the character 
of the future environment it will help to shape.
When broken down by country of origin, there appeared to be a variation in the 
responses between the different groups, although it is noted that within the groups 
there was also a degree of variation. One trend that appeared throughout the questions, 
was that the German respondents were more inclined to be positive towards the SEM. 
This trend is illustrated by the fact that the average response regarding the overall 
view of the SEM was 4.071, nearing the 'SEMprovides great opportunities' point on 
the Likert scale. Further, the German respondents also took a more proactive approach 
to the SEM. For example, more than 20% of them had 'comprehensively analysed the 
SEM, and a further 60% had carried out some research.
As previously established, this positive approach by the Germans is in line with other 
results from the survey. For example, chapter five points to the fact that of all national 
groups, German retailers were the most interested in expanding within Europe. If this 
is the case, then it seems reasonable that not only would they show more interest in 
analysing the SEM environment, but also that they would have a more positive 
approach.
The Dutch respondents were the national group who, overall, showed a degree of 
interest in the SEM and its potential second only to that of the German respondents. 
For example, their mean score was second only to the German rating for the questions 
referring to the extent of the impact of the SEM and the overall view of the SEM. 
Results regarding the amount of research conducted revealed that Dutch respondents 
had carried out more analysis of the SEM than any other group. Again, this type of 
response is in line with their attitude towards internationalisation as evaluated in
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chapter five. Dutch retailers showed interest in the European market as a whole and 
in a number of specific markets within the EU.
French and UK respondents showed a more cautious attitude towards the SEM, and 
likewise, on average had only conducted limited research and made few if any policy 
changes as a direst result of the SEM. Similarly, both the French and UK respondents 
showed a limited interest in Europe as a potential for expansion, both preferring 
alternative markets, namely Latin America and North America respectively. The Italian 
respondents' overall view of the SEM stood out as being distinctive. The majority of 
Italian retailers did not feel the SEM was having a major impact, and also did not 
view it in a positive light. Similarly, as the majority of Italian retailers questioned 
were concentrating on expansion within the still underdeveloped home market, this 
response is not unexpected.
In 1987 the European Commission surveyed a representative sample of the adult 
population of the EU12 (then the EC), as to whether they perceived '1992' to be a 
'good thing' or a 'bad thing'. Although this survey is on a very different scale to the 
research analysed here, and the targets were selected randomly from the population in 
general, it does offer some insight into the variations in the views of respondents on 
a cross-national basis.
As can be seen from table 7.5, the overall view of the French, German, Dutch and 
Spanish respondents were in the same general area, with over half of respondents 
seeing the SEM as a 'good thing'. The two responses that stand out are those of the 
Italian and UK respondents. The Italians showed a very positive perception of the 
SEM with more than 75% stating that the SEM is a good thing. This is in direct 
contrast to the results of this research which indicated the sample of Italian retailers 
did not have a particularly positive perception of the SEM, and did not feel it was 
having much influence.
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From the six nations selected for this empirical study, the UK response was the most 
negative towards the SEM with only 43% of respondents perceiving the SEM to be 
'a good thing'. This relatively negative view is in line with the cautious response given 
by UK retailers in this survey. However, it must be stressed that little prominence 
should be placed on the comparison of these two surveys, as they differ greatly in 
methodology and the point in time when they were conducted may also have a 
significant effect. The comparison is made merely as a means of drawing attention 
to previous research into the differences in attitude towards the SEM on a cross­
national basis, and the lack of more appropriate comparable surveys.
Following on from this, in mid-1988 Ernst & Whinney carried out comparative 
research in the UK, France and West Germany regarding businessmen’s views of the 
SEM. When unprompted the results revealed that awareness of the SEM was similar 
in the UK and Germany (38%), although French businessmen were more aware. When 
prompted awareness was much higher, for example 94% of the UK. Businessmen in 
the survey were then asked if they had prepared strategic plans for the opportunities 
created by '1992'. 62% of French respondents replied positively to this question, 
compared to just 32% of UK businessmen and 36% of Germans.
The results of this survey are more reflective of the outcome of the empirical survey 
in some respects. Certainly the cautious and in many ways reactive attitude of UK 
retailers is reflected in the survey of businessmen in general. However, the relative 
attitudes of the French and German respondents are unreflective of the results of this 
research. Again, little prominence should be placed on any conclusions drawn from 
the comparison of the Ernst & Whinney survey with the empirical findings of this 
research. The surveys targeted different samples, although it is likely retailers were 
included in the survey of businessmen, but the fact that the surveys were of different 
sizes and carried out 6 years apart limits the validity of comparisons. It is merely 
mentioned here as a means of comparison due to the lack of other more appropriate 
surveys.
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Table 7.5
European Commission Eurobarometer Survey: 
Views on the Single Market
The Single Market is:
Country Good Bad Neither No Opinion
% % % %
France 56 33 6 7
West Germany 53 32 5 10
Italy 77 13 2 8
Netherlands 57 28 3 12
Spain 59 17 4 20
UK 43 29 15 18
All EC 57 25 6 12
Source: Eurobarometer Survey, [1988] in GIG, p.72
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To conclude, it would appear that, with some exceptions, the views towards the SEM 
held by the group as a whole, and also by the national groups of respondents, to some 
extent reflected the empirical findings previously discussed. An example is the link 
between attitude towards the SEM and perceived favourability of expansion within 
Europe. In addition, in many cases though by no means all, explanations for the 
responses could be given based on secondary source data. For example, a response 
that the SEM is having little impact upon the companies in question may be due to 
the level of retail structure development and the subsequent focus on the national 
rather than European market.
7.5 THE EUROPEAN MARKET
Consumer behaviour cannot be standardised by legislation. Despite the reduction in 
barriers within the SEM, it is unlikely that consumer tastes and preferences will show 
signs of significant convergence. Indeed, the very opposite is a possibility. On the 
whole the literature would suggest that at the global level the boundaries of consumer 
behaviour are diverging. However, within this general pattern, certain sub-groups of 
consumers who share similar tastes are becoming more apparent. Although the mass 
consumer market remains incredibly diverse, specific sectors found throughout broad 
geographical areas may be specifically targeted.
If compared to the USA, where the diverse cultures are if anything diverging further, 
it seems likely that the same may be true for the European consumer market. 
However, within this broad perspective, just as with the trend of globalisation, there 
are consumer groups that are converging in terms of behaviour, and these groups are 
likely to be found throughout the EU, although to varying degrees [CIG, 1988].
It is generally agreed that the nature of the consumer market is a crucial factor for 
retailers considering a strategy of geographical expansion. As Hollander [1970] has
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suggested, even if all other considerations are favourable, the absence of a suitable 
consumer market would negate any possibility of a retailer entering a particular 
market. It was on the basis of this assumption that respondents were asked to rate the 
importance of factors that potentially divide the European consumer market. From the 
answers received, it was hoped that some conclusions might be drawn as to how 
retailers perceive the European market, and which features they viewed as being most 
salient when considering expansion.
The list of seven factors used in the question was derived from the literature. The 
factors of national and regional boundaries were used as a measure of geography and 
represented two different points along the geographical continuum. The factors of 
culture, lifestyle type and demographics were used as measures of consumer attitudes 
and behaviour. Similarly, the factor of socio-economics was employed as a 
representation of consumer attitudes and consumption patterns. The factor listed as 
urban-rural dichotomy was employed as a measure of a number of inter-relating 
factors. These included the influences of geography and also the influence lifestyle, 
social, and economic conditions.
By asking the respondents to assess the importance of each factor in terms of 
segmenting the consumer market it was hoped that an idea of the way retailers assess 
the European market would be revealed. One of the main ideas behind this part of the 
research, which has been addressed previously in the work, is the preposition that 
retailers see the Europe primarily in terms of national consumer markets. However, 
it is suggested that with the advent of the SEM, the national border will become 
increasingly irrelevant as a means of dividing the European market, and increasingly 
it is regions that will be used as a way of defining markets.
7.5.1 The General View
As table 7.6 and figure 7.1 illustrate, on average, all the factors were rated as being 
slightly more than moderately influential. The influence of national borders was rated
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as being the most important, with a mean score of 2.2(28). In fact, over two thirds of 
the sample perceived national boundaries as being either 'influential or 'extremely 
influential. Cultural differences were viewed as being the second most important 
divide, with almost 80% of retailers rating them as being either 'moderately influential' 
or 'influential. The influence of lifestyle type on dividing the European consumer 
market was also given a relatively high rating. Almost half of respondents felt that the 
factor of lifestyle type was 'influential.
Perhaps not surprisingly the factors of socio-economics and demographics were rated, 
on average, as being of some influence. Both factors were rated as less influential than 
the previous factors. In both cases over two thirds of retailers perceived the factor to 
be of 'influence' or 'moderate influence'. Notably, regions were rated as being of little 
relative significance, with nearly two-thirds viewing them as being either 'moderately 
influential or 'insigniflcant', and a similar although slightly less positive, view was 
given for the factor of urban-rural dichotomy.
7.5.2 Analysis of the General View
Based on these results it is suggested that retailers still believe there are significant 
variations between the nature of markets within the SEM. Differences were perceived 
particularly on a national basis, and as a continuation of this, a degree of homogeneity 
within national markets is implied. It is notable that whilst national boundaries were 
ranked as being the greatest divide within the European consumer market, regional 
boundaries were given less significance. However, these two factors may in fact be 
considered not as different features, but instead as being at separate points along a 
geographical continuum. It is suggested that as EU legislation takes on more 
prominence than nationally based regulations, the influence of national boundaries will 
decrease, and in turn, authority of the region will become more important. As 
previously noted in this chapter, national borders do not necessarily imply 
homogeneity within, or indeed differences between countries. This is true for many 
features including aspects of legislation, language and economics.
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Table 7.6
Importance of Boundaries in the European Market
All Respondents
Boundary Type 1 2 3 4 5 Mean Std D
% % % % %
National 20.7 47.8 20.7 9.8 1.1 2.228 0.927
Cultural 15.2 39.1 40.2 5.4 0.0 2.359 0.806
Lifestyle 13.0 46.7 25.0 15.2 0.0 2.424 0.905
Socio-economic 12.0 32.6 35.9 19.6 0.0 2.630 0.934
Demographic 9.8 37.0 34.8 16.3 2.2 2.641 0.944
Regional 12.0 23.9 47.8 14.1 2.2 2.707 0.932
Urban-rural 5.6 34.4 40.0 16.7 3.3 2.778 0.909
dichotomy
1 = Extremely Influential, 2 = Influential, 3 = Moderately Influential, 
4 = Insignificant, 5 = Of No Significance
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Figure 7.1
Importance of Boundaries: All Respondents
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It is equally true for those factors commonly used to assess and measure the nature 
of the consumer market, including demographics and socio-economic factors. As 
Johnston summarises; 'National boundaries are not necessarily demarcation points for  
consumer lifestyles, behaviour or tastes', [Johnston, 1989, p.59]. However, the results 
clearly show that the European food retailers who responded were still very much 
thinking of the European consumer market as a series of national markets.
Moving on from the issue of national borders, these findings serve to focus attention 
on factors of a non-spatial nature. Culture was ranked as second only to national 
boundaries in terms of its influence on the consumer market. This finding is supported 
by the literature. Indeed Johnston [1989] has gone as far as assessing that; 'Cultural 
differences are at the forefront o f retailers' minds when assessing potential trading 
locations abroad ' p.59.
The fact that culture was rated second in importance only to national borders may 
suggest that most respondents were thinking only in terms of national culture. If this 
is the case then it suggests the prominence of national borders will remain even if the 
legislative impact of them demises in the environment of a FTA. However, as the 
literature chapter has already addressed, although culture is commonly perceived on 
a national basis, this is not necessarily the reality. Depending on definition, cultures, 
and more notably in terms of consumer characteristics, sub-cultures, can and do cross 
national borders and also differ within nations [Foxall, 1980].
There is considerable debate over the extent to which culture is becoming 
homogenised on a global level. Levitt’s [1983] seminal paper has assessed that the 
global consumer market is becoming increasingly important. He does, however, stress 
that this is resulting in increasing segmentation rather than a mass market. Thus, 
although consumer tastes remain diverse there are segments of similar consumers that 
are found throughout the world. It is often suggested that cultural differences prove 
to be the greatest problem when attempting to standardise marketing [Dun, 1976;
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Green and Langeard, 1975; Ryans and Fry, 1976; Urban, 1977], and thus are a 
fundamental influence when expanding internationally. This has led to the assertion 
that businesses need to be culturally aware when considering internationalisation 
[Hofstede, 1989]. Indeed, Willis [1991] suggests that it is the factor of culture that will 
be fundamental in segmenting the pan-European market he anticipates will develop 
increasingly in the post-1992 environment.
Lifestyle, socio-economic and demographic factors are all assessed as being influential 
by respondents in the survey . These same three factors are summarised by Burt 
[1989] as being not only the most fundamental influences on the European consumer 
market, but also major impacts on the changing nature of the European retail structure. 
As previously noted, there is difficulty in quantifying such characteristics on a 
comparable cross-national basis, and even more difficulty at the regional scale. This 
perhaps goes some way in explaining the emphasis placed on national boundaries in 
terms of respondents perceptions of divisions in the European market. National borders 
may be considered to be more tangible and quantifiable than the other factors.
In addition, another possible explanation for the fact that socio-economics and 
demographics were not rated as highly as other factors is that although they are 
important considerations for any retailers planning expansion strategies, they do not 
rate as highly in terms of dividing the European consumer market. Certainly it seems 
realistic that the necessary socio-economic and demographic conditions are a 
prerequisite for any retailer introducing operations into a location. However, 
respondents may have felt that relative to other factors, such as culture, the variances 
throughout Europe in socio-economic and demographic characteristics are not vast. 
Perhaps they perceived there to be suitable conditions throughout much of the EU, and 
as such did not perceive great differences based on these factors.
It should be noted that they did view the factors of socio-economic and demographics 
to be of some influence. There are differences within Europe, for example, at a very
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general level the north has higher rates of household expenditure and lower levels of 
population increase than the south. However, it is possible that when viewed relative 
to other world regions these variations appear less fundamental in terms of dividing 
the consumer market. This argument is perhaps particularly relevant to retailers in the 
food sector, a sector of the retail industry that is serving the mass market.
Similarly, an explanation for the relatively low rating of the urban-rural dichotomy as 
a means of dividing the European consumer market is that retailers did not view there 
were significant differences within Europe. If  this is the case, it implies that retailers 
did not, at least relative to other factors, feel that consumer behaviour in Europe was 
very different in urban and rural areas. Again this may be because relative to other 
world regions retailers felt the variations were of less influence, and perhaps especially 
so in terms of the food sector.
7.5.3 The Cross-national View
The results were analysed on a cross-national basis for all seven factors. However, it 
is the responses regarding the influence of national and regional borders that is 
presented here. It was felt that these two factors held the most importance for the 
discussion as they represent the spatial element. It is the factors of national and 
regional boundaries that are directly relevant to the proposition suggested earlier, 
namely that in the post-1992 environment the effects of the FTA will increasingly 
diminish the importance of national borders, whilst increasing the influence of regions.
Table 7.7 illustrates perceptions of the importance of national boundaries broken down 
into sub-groups according to their country of origin. The most notable point would 
seem to be that whilst German, Italian, Dutch and British retailers' responses cluster 
around the rating of 2, namely that national borders are 'influential in segmenting the 
European consumer market, French responses were distinct. The mean answer was 
2.6(67), much closer to the moderately influential point on the scale, thus reflecting 
the fact they perceived national borders to be less important than the other groups.
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Table 7.7
Cross-national Analysis of Importance of National Boundaries
1 2 3 4 5 Mean Std Dev n =
% % % % %
France 16.7 38.9 11.1 27.8 5.6 2.667 1.237 18
Germany 7.1 92.9 0.0 0.0 0.0 1.929 0.267 14
Italy 35.7 35.7 14.3 14.3 0.0 2.071 1.072 14
Netherlands 27.3 45.5 18.2 9.1 0.0 2.091 0.944 11
UK 22.6 41.9 35.5 0.0 0.0 2.129 0.763 31
1 = Extremely Influential, 2 = Influential, 3 = Moderately Influential, 
4 = Insignificant, 5 = Of No Significance
Note: data from Spanish respondents not included for reasons of confidentiality.
Table 7.8
Cross-national Analysis of Importance of Regional Boundaries
1 2 3 4 5 Mean Std Dev n =
% % % % %
France 5.6 11.1 33.3 38.9 11.1 3.389 1.037 18
Germany 14.3 35.7 50.0 0.0 0.0 2.357 0.745 14
Italy 14.3 21.4 57.1 7.1 0.0 2.571 0.852 14
Netherlands 18.2 45.5 18.2 18.2 0.0 2.364 1.027 11
UK 12.9 22.6 58.1 6.5 0.0 2.581 0.807 31
1 = Extremely Influential, 2 = Influential, 3 = Moderately Influential, 
4 = Insignificant, 5 = Of No Significance
Note: data from Spanish respondents not included for reasons of confidentiality.
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The German response had a strong consensus of opinion, with more than 92% stating 
that national borders were influential. The view of the UK respondents was more 
dispersed, although all of them thought national borders were at least 'moderately 
influential.
Table 7.8 presents respondents views of the influence of regional boundaries in terms 
of dividing the European consumer market. Again the responses of German, Italian, 
Dutch and UK retailers were all in the same range, where as the French response was 
quite distinct. The average response from French retailers was 3.389, a rating 
suggesting they perceived regional borders to be only of slight if any significance. The 
response from the other national groups clustered around 2.4 on the scale, indicating 
they felt regional boundaries were of some influence.
7.5.4 Analysis of the Cross-national View
The patterns of national opinions relating to the importance of national and regional 
boundaries may, to some extent, help in explaining certain phenomena arising from 
previous analysis of this survey. A case in point is that overall the French retailers saw 
less importance in both national and regional borders than the other groups of 
respondents. Previous analysis highlights the fact that the French respondents have a 
much more global orientation to geographical expansion strategies than the other 
national groups (see chapter five). It is possible that relative to the other national 
groups, the French saw fewer overall restrictions to internationalising, and this is 
illustrated by the global orientation to growth. It is worth noting, however, that the 
differences in the perception of the French respondents and the other retailers is not 
vast, and too much emphasis should not be placed on this.
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7.6 THE CHANGING NATURE OF BOUNDARIES
Respondents were subsequently asked to determine the extent to which the same seven 
factors were, over time, becoming more or less important in terms of dividing the 
European Consumer Market. The aim of this further question was to assess if any 
trends were distinguishable relating to the increasing or diminishing influence of 
particular boundaries. This was seen as being of particular interest in terms of the 
proposition that national boundaries would become less important in the post-1992 
setting. As the survey was carried out a short time after the establishment of the SEM 
it was assumed any reductions in the influence of national borders might not yet be 
determinable. It was hoped that the results of this question might illuminate if key 
personnel in the food retail industry perceived there to be changing trends over time 
involving the European consumer market.
7.6.1 The General View
Table 7.9 and figure 7.2 display the overall response as to whether the seven factors 
are becoming more or less important over time. Notably, national boundaries, which 
in the previous question were rated as being the most important factor in dividing the 
market, were also perceived as becoming less important the most. In fact they were 
the only factor to be given an average rating of less than 3, indicating national borders 
were the only factor seen as becoming less important over time. In fact almost two 
thirds of respondents stated that national borders were becoming 'less important' or 
'much less important'.
Regional boundaries, which had been ranked as the second least important dividing 
influence, were thought to remain of the same importance. The frequency distribution 
was more dispersed, with a standard deviation of 1.044, indicating there was a ceratin 
amount of disagreement regarding this factor.
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Table 7.9
Changing Importance of Boundaries in the European Market
All Respondents
Boundary Type 1 2 3 4 5 Mean StdD
% % % % %
Lifestyle 7.8 36.7 36.7 16.7 2.2 2.689 0.920
Demography 10.2 21.6 53.4 13.6 1.1 2.739 0.864
Culture 11.4 23.9 40.9 22.7 1.1 2.784 0.964
Urban-rural 4.5 21.6 55.7 18.2 0.0 2.875 0.755
dichotomy
Socio-economic 1.1 33.3 43.3 16.7 5.6 2.922 0.877
Regional 4.5 32.6 29.2 25.8 7.9 3.000 1.044
National 2.2 8.9 25.6 48.9 14.4 3.644 0.916
1 = Much More Important, 2 = More Important, 3 = Of the Same Importance, 
4 = Less Important, 5 = Much Less Important
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Figure 7.2
Changing Importance of Boundaries: All Respondents
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The five other factors all gained an average score of more than 3, indicating that they 
were perceived as becoming more important than they were at present. Lifestyle was 
seen as increasing in importance the most, almost 45% of respondents rated it as 
becoming 'more important' or 'much more important'. The factor increasing in 
importance second only to lifestyle was that of demography, followed very closely by 
culture. For both of these categories more than 30% of respondents perceived them as 
becoming 'more' or 'much more important'. The factors of urban-rural dichotomy and 
socioeconomic indicating that they were becoming more important. However, given 
how close they were to the mid point the extent of this should not be overestimated.
7.6.2 Analysis of the General View
The results described above serve to place further emphasis on the influence of non- 
spatial factors. The fact that respondents perceived that lifestyle type would become 
more important in terms of dividing the European consumer market is significant. It 
supports the fact that within a mass market, even on a global scale, consumer tastes 
and preferences are converging into distinct sectors.
Many of these sectors have been described in terms of lifestyle types. One benefit of 
analysing consumer segments in this way is that it may include other factors, for 
example, socio-economic group, age and household structure. If the literature on the 
globalisation of consumer tastes in terms of segments rather than a mass market is to 
be accepted, and in accordance if lifestyle becomes more important in terms of 
defining the European consumer market it has important implications. Not least, that 
retail internationalisation within the EU would become more favourable if pockets of 
similar consumer groups are to be found throughout the EU.
The factors of demography and culture were both seen as increasing in importance. 
As mentioned above, demography is often used to define certain sectors of consumers 
and is related to other factors such as lifestyle type. Similarly, aspects of culture might 
also be incorporated into analysis of consumers based on lifestyle type. Notably
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socioeconomic influences were seen as increasing in importance to a lesser extent, 
perhaps an indication of the increasing homogeneity of such characteristics in recent 
times relative to before.
The fact that national boundaries were the only factor to be perceived as becoming 
less influential is significant. It implies that retailers' perceptions of the SEM 
environment are that it will increasingly take on a pan-European character. Taking this 
further, it implies that the creation of FTA's does indeed have an impact on the 
expansion strategies of large scale businesses, and thus, may be influencing the 
process of internationalisation. It is suggested that if the importance of national 
borders are diminished, then retail internationalisation is more likely to occur.
As regions are viewed as remaining of the same degree of influence, it suggests that 
they are playing a more significant role relative to national borders. This would seem 
to be logical as the federal structure of Europe takes on increasing prominence. It is 
notable that the more subjective elements of lifestyle type and culture, as well as 
demographic features, are seen as increasing in significance more than socio-economic 
influences. Again, this is perhaps due to the fact that a process of increasing 
convergence is occurring in Europe, brought about by the influence of factors such as 
the harmonisation of legislation. By placing prominence on factors of lifestyle, 
demography and culture, it implies that retailers may be specifically targeting 
homogeneous groups of consumers that are found in a large segmented market.
It may be considered that spatial factors retain their significance through association 
rather than direct intention. For example, marketers may conclude that a significantly 
large population of an appropriate consumer group is located in a particular area, and 
thus aim to expand there accordingly. Although they have primarily used non-spatial 
data in their analysis, their strategy also has an inherent spatial element. It is likely 
that this may not adhere to national or previously delineated regional boundaries, and 
hence may be perceived as being non-geographical.
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7.6.3 The Cross-national View
As in the previous section, although the responses to all seven factors were analysed 
on a cross-national basis, it is the perceptions of the changing importance of national 
and regional boundaries that is addressed here. In the light of the proposition that 
national borders will decrease in importance in the post-1992 setting, the responses to 
the changing influence of national and regional boundaries are discussed.
The cross-national results of the question regarding the changing level of importance 
of national borders are presented in table 7.10. One of the main features appeared to 
be that the average score of French, Italian, Dutch and British retailers lay between 
being of the 'same importance' and being 'less important', whilst the mean score given 
by German retailers lay further along the continuum, nearer the 'much less important' 
point on the scale. More than 40% of German retailers rated the question a 5, 
indicating they felt national boundaries were, over time, becoming significantly less 
important in terms of dividing the European market.
Of the remaining national groups, the Dutch perceived national borders were 
diminishing the most, more than 70% rated they were becoming 'less important' or 
'much less important'. The views of the French and UK respondents was similar, with 
both groups on average giving a rating of approximately 3.5. The Italian group were 
the least inclined to state that national borders are, over time, diminishing in 
importance although they felt this was true to some extent. The responses, based on 
country of origin, regarding the question of the changing importance of regional 
boundaries are given in table 7.11. The overall answers given are quite different to 
those regarding national borders. Only the French and Italian groups gave an average 
rating of more than 3, indicating that they felt regional boundaries are also diminishing 
in importance over time. However, for both groups the standard deviation is greater 
than 1, illustrating the varied response within the groups.
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Table 7.10
Changing Importance of National Boundaries by Nationality
1 2 3 4 5 Mean Std Dev n =
% % % % %
France 5.9 11.8 23.5 35.3 23.5 3.588 1.176 17
Germany 0.0 0.0 14.3 42.9 42.9 4.286 0.726 14
Italy 7.1 21.4 14.3 57.1 0.0 3.214 1.051 14
Netherlands 0.0 0.0 27.3 63.6 9.1 3.818 0.603 11
UK 0.0 6.5 38.7 48.4 6.5 3.548 0.723 31
1 = Much More Important, 2 = More Important, 3 = Of the Same Importance, 
4 = Less Important, 5 = Much Less Important
Table 7.11
Changing Importance of Rural Boundaries by Nationality
1 2 3 4 5 Mean Std Dev n =
% % % % %
France 5.9 29.4 11.8 29.4 23.5 3.353 1.320 18
Germany 0.0 35.7 57.1 7.1 0.0 2.714 0.611 14
Italy 7.1 21.4 21.4 42.9 7.1 3.214 1.122 14
Netherlands 20.0 40.0 20.0 0.0 20.0 2.600 1.430 11
UK 0.0 38.7 29.0 32.3 0.0 2.935 0.854 31
1 = Much More Important, 2 = More Important, 3 = Of the Same Importance, 
4 = Less Important, 5 = Much Less Important
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The average response from UK retailers is very close to 3 on the scale, implying they 
view there is very little change over time in the importance of regional boundaries. 
The fact that no respondents within this group answered with a 1 or a 5 on the scale 
implies that they perceive if there is any change, it is of a moderate amount. The 
German and Dutch respondents both gave average answers of less than three, 
supporting the proposition that regional boundaries are becoming more important. The 
German group showed a high degree of consensus, illustrated by a standard deviation 
of 0.611, however ,the Dutch response was more varied.
7.6.4 Analysis of the Cross-national View
As previously noted, one of the main features of the results was that the German 
respondents felt national borders were becoming significantly less important over time. 
This, in conjunction with previous analysis of the questionnaire, which concluded that 
German retailers viewed Europe the most favourably in terms of expansion 
opportunities implies that there may be a correlation between these factors. The results 
indicate that German respondents perceive national boundaries to be decreasing in 
importance and also see Europe as a favourable environment.
This could be interpreted in a way to suggest that world regions where national 
borders are diminishing in importance, namely FTAs, are increasingly favourable for 
retail internationalisation. It should be stressed that there is no direct correlation 
between these two factors, but in the light of more subjective evidence gained from 
the study and analysis from the literature, it seems plausible that such a situation 
provides a motive for a strategy of expanding within Europe. This concept is discussed 
further in chapter eight.
This proposition is further evidenced by the results of the Dutch respondents. They too 
stated that they thought national borders were decreasing in importance, and they also 
favoured Europe as a region for expansion. This theory could be taken on a stage 
further, in that both the French and UK respondents did not overall feel national
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borders were decreasing in importance to the same degree, and, both groups did not 
view Europe as favourably in terms of an option for retail internationalisation. 
However, the small difference between the average answers means that only limited 
weight should be given to this theory without further research.
The average responses for all the national groups in terms of the extent to which the 
importance of regional boundaries is changing over time to some extent clustered 
around the mid point. However, unlike the responses regarding the national borders, 
whilst some groups felt regional boundaries were increasing in importance, others felt 
they were decreasing. As already noted, the Italian and French respondents felt 
regional borders were diminishing in importance. One way of interpreting this is that 
they felt the SEM was becoming more similar at every spatial level. If this is the case 
it would imply internationalisation would be easier as the market is becoming more 
homogeneous. However, this interpretation is not really supported by other evidence 
from the survey, namely, neither group were particularly keen to internationalise 
within Europe relative to the other national groups surveyed.
The fact that German, Dutch, and to a lesser extent UK retailers, perceived that 
regional boundaries were becoming more important supports the idea of 
régionalisation. It has been proposed that particularly in a FTA, as national borders 
decrease in their importance then regional boundaries will become increasingly 
significant. Regional boundaries may be within national borders, or, they may cross 
them. The underlying reason for their increasing importance is that as socio-economic 
conditions change over time, unlike political borders, regional boundaries are free to 
change and reflect the nature of the area in transition.
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7.7 HOMOGENEITY IN THE EUROPEAN MARKET
The European Consumer market is diverse in character. It contains many different 
national groups with all the implied differences between them, and also numerous 
other regional or sub-national groups. As a report by the GIG points out; 'By the end 
o f the 1990s Europe will consist o f  French, Germans, Italians, British and the rest, 
not to mention Scots, Welsh, Basques and numerous highly individual regions' [GIG, 
1988, p.4]. When considered from this perspective, it would seem significant 
convergence in terms of consumer preferences is unlikely.
If the post-1992 environment does indeed witness the diminishing importance of 
national boundaries, as the empirical findings of this survey would suggest, then what 
are the implications for the nature of the European consumer market? One 
interpretation is that a reduction in the influence of national borders would result in 
a consumer market taking on an increasingly similar character throughout.
However, perhaps this proposition is far too simple. Even if national borders do reduce 
in influencing the market, the diverse character of the consumer market is likely to 
remain as a result of other influences, perhaps the increasing presence of regionalism, 
or factors defined on a non-spatial basis. It should be recognised that even the 
elimination of national borders would not necessarily bring about homogeneity in a 
consumer market on the scale of the EU.
7.7.1 The General View
Respondents were requested to rate the extent to which the European consumer market 
was becoming more, or less, similar (see table 7.12). There was a high degree of 
consensus among respondents. One third of the retailers questioned thought that the 
market was remaining the same in terms of degree of homogeneity, whilst just over 
60% perceived that it was becoming more similar. It is notable that no respondents 
were willing to suggest that it was becoming much more similar.
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Table 7.12
Homogeneity within the European Market
1 2 3 4 5 Mean Std Dev n =
% % % % %
All* 1.1 1.1 33.0 60.4 4.4 3.659 0.636 91
France 0.0 5.9 17.6 76.5 0.0 3.706 0.588 17
Germany 0.0 35.7 57.1 7.1 0.0 3.714 0.611 14
Italy 0.0 0.0 21.4 78.6 0.0 3.786 0.426 14
Netherlands 0.0 0.0 45.5 45.5 9.1 3.636 0.674 11
UK 3.2 0.0 45.2 45.2 6.5 3.516 0.769 31
1 = much less similar, 2 = less similar, 3 = stay the same, 
4 = more similar, 5 = much more similar 
NB * includes Spanish responses.
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7.7.2 Analysis of the General View
The fact that respondents felt the European market was becoming increasingly similar 
might suggest that just as the food manufacturing industry is increasingly competing 
on a pan-European scale, so too will retailers. As addressed in previous chapters, 
traditionally, there have been relatively low levels of international activity by retailers 
in the food sector, who have often been characterised as being predominantly reactive. 
A link between the increasingly pan-European scale of manufacturers, and more 
recently retailers, is provided by the numerous European alliances [Lowe, 1992].Many 
of these offer advantages in terms of a sourcing, although some also facilitate 
exchanges of management expertise and technical know-how [Treadgold, 1990].
It is suggested that homogenisation of significant factors of the European market is 
likely to result in increasing rates of standardisation [Reichel, 1990]. However, even 
if this is the case it would seem unlikely to result in a mass market, but rather it is 
likely the market will become increasingly segmented [Willis, 1991].
7.7.3 The Cross-national View
As table 7.12 illustrates, when the results were analysed on a cross-national basis they 
showed very little difference from the general pattern of results. Answers for all the 
national groups clustered around the response for the group as a whole, namely 3.659. 
Also within each group their was a high consensus of opinion, illustrated by the low 
standard deviations; all less than 0.8.
7.7.4 Analysis of the Cross-national View
The fact that all the national groups responded similarly is perhaps surprising given 
the differences between them in responses to previous questions. It does however serve 
to emphasise their view. Analysis of the general perception has already been addressed 
in the previous section.
442
Chapter 7: Internationalisation within the SEM
7.8 A CONCEPTUALISATION OF THE CHANGING NATURE OF 
INTERNATIONALISATION
As previously stated, the influence of national and regional boundaries in terms of 
dividing the European consumer market were initially a focus for research due to a 
proposition, namely that if national borders decreased in importance, brought about by 
the environment of a FTA, then regionalism would become a more influential concept. 
Taking this a stage further, it was hypothesised that regionalism would impact upon, 
and perhaps change, the very nature of the process of retail internationalisation.
The results of the empirical research have led to the suggestion that if retailers 
increasingly view that national boundaries are becoming less important in dividing the 
European market, then their perception of Europe becomes more favourable. In order 
to test this concept, measures of these two variables were analysed. Respondents 
answers to the first factor in question 7.3 were used as a measure of the extent to 
which retailers felt national borders were decreasing in importance (see table 7.10).
As a measure of the favourability of Europe in terms of a region for expansion, 
responses to the first part of question 3.1 were used (see appendix 4.14). These results 
refer to respondents perceptions of world regions which have been discussed in 
chapter five. As a furtherance of this concept, and to act as a means of validation, a 
second measure was also used. This was the respondents rating of the extent to which 
the SEM has made Europe more favourable, question 1.2 in the questionnaire, the 
results of which are displayed in table 7.2 and were discussed in section 7.4.
In order to determine to what extent there was a relationship between the two sets of 
variables statistical analysis was carried out. Correlation coefficients were calculated 
to discover the extent to which a linear relationship existed between the respondents 
views on the changing importance of national boundaries and the degree of 
favourability of Europe as an option for expansion. Secondly, further correlation
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coefficients were calculated to determine the extent of a relationship between 
respondents views of the changing importance of national boundaries and their attitude 
towards the SEM. The r^ y^  correlation coefficient for the two sets of variables is given 
in table 7.13.
As the results indicate, there was no evidence of a significant relationship between 
either sets of variables. Both calculations were positive, however, the low calculation 
indicated only a weak relationship between both pairs of variables. The correlation 
coefficient for the variables measuring the changing importance of national boundaries 
and the favourability of Europe was just over 4.0. Using the classification of r^ y^  
correlation coefficients given by Rowntree [1981] (see chapter four), this indicates that 
the relationship between the two variables is on the border between being a weak or 
a moderate association. Either way it suggests there is a negligible correlation between 
the variables for the group as a whole. For the second set of variables, the changing 
importance of national borders and the favourability of the SEM, the calculation of the 
correlation coefficient was just 0.2881. As before, although the correlation was 
positive the low calculation indicated there was at best a weak, low association.
As a furtherance of this line of analysis, the results were subsequently analysed in 
terms of the national responses. Again correlation coefficients were calculated for the 
two sets of variables, the results of which are displayed in table 7.14. The calculations 
proved to be very different from those for the group as a whole. When correlation 
coefficients were calculated for the average responses of each national group much 
stronger relationships between the two sets of variables was indicated. The correlation 
coefficient for the average national responses of the changing importance of national 
boundaries and the favourability of Europe was 0.9177. Using Rowntree's 
classification system this indicates a very high, very strong relationship. Because the 
r,,y^  value was positive, it indicates that the more strongly national borders were 
perceived as losing their importance, the perceived favourability of Europe increased.
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Table 7.13
Correlation Coefficients: All Respondents
Variables r,y^  value
Diminishing importance of national borders 0.4062
and favourability of Europe
Diminishing importance of national borders
and favourability of SEM 0.2881
Table 7.14
r^ y^  Correlation Coeffîcients: Cross National Analysis
Variables r^ y^  value
Diminishing importance of national borders 0.9177
and favourability of Europe
Diminishing importance of national borders 0.8206
and favourability of SEM
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Similarly, the calculation for the variables of the changing importance of national 
borders and the favourability of the SEM also produced a strong positive correlation. 
The r^ y2 value was 0.8206 which was less than for the previous data set but still 
represented a strong, high, marked association.
To visualise the correlations between the two sets of data as analysed by country of 
origin, scatter plots were constructed. The results are given in figures 7.3 and 7.4 
respectively. In figure 7.3 the best fit line indicates the correlation between retailers' 
view of the diminishing importance of national boundaries and the favourability of 
expansion within Europe. Similarly, figure 7.4 indicates a comparable best fit line for 
the variables representing the decreasing importance of national boundaries and the 
extent to which the SEM had made expansion within Europe more favourable.
The figures illustrate the relationship between the two sets of variables, and also the 
differences between the national responses. For example, in figure 7.4, Italian retailers 
perceived national boundaries as remaining important and that Europe was not a 
particularly favourable region. French, British and Dutch respondents fell into a mid­
group who perceived national boundaries were decreasing in importance and that 
Europe was a relatively attractive market. The German respondents were the most 
positive in that they rated national boundaries within the EU as becoming significantly 
less influential, and also the Europe was a most favourable region for expansion.
From this analysis it would appear that to some extent the retailers surveyed altered 
their opinion towards strategies of internationalisation as their perception of the 
diminishing impact of national boundaries increased. If this theory is taken a step 
further, it would suggest that the environment of a FTA does produce an impact on 
internationalisation, namely, by making it a more favourable environment for 
geographical expansion. As previously noted, this is exemplified by German retailers, 
who most strongly perceived that the importance of national boundaries to be 
decreasing, and also, that Europe is becoming a more attractive region.
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Figure 7.3
Expansion in Europe: Impact of National Borders
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Figure 7.4
Favourability of the SEM: Impact of National Borders
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7.9 SUMMARY
It would appear to be conclusive that the process of internationalisation is one of a 
dynamic and complex nature, not helped by the lack of a comprehensive and universal 
definition. The creation of FTA's, such as the SEM, has further increased the 
complexity of the situation. The findings suggest that rates of cross-border expansion 
accelerate in such situations. However, whether the process may still be considered as 
internationalisation in such an environment has been questioned.
The empirical findings suggest that at the time the survey was conducted there was 
a varied perception of and response to the SEM. However, respondents did on the 
whole perceive that the European consumer market is likely to become increasingly 
homogeneous. Although national boundaries are considered to be the most important 
division at present, it is also thought to be likely they will increasingly play a less 
significant role.
Prominence is placed on the factors of a culture, lifestyle type, and demography. 
However, the very fact that retailers are targeting specific segments of the consumer 
market by analysis of such variables still implies a spatial variant, although it is one 
of a dynamic nature that defines geographical areas not previously demarcated as 
specific regions.
The perceived decreasing significance of national borders and increasing favourability 
of the EU as an option for geographical expansion, would seem to indicate that the 
creation of the SEM is having some impact on the favourability of cross-border 
expansion. A furtherance of this line of argument would suggest that the establishment 
of FTA's does have an influence on the process of internationalisation, namely that it 
makes the region more appealing in terms of geographical expansion, at least for 
companies whose domestic market is within the FTA.
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CHAPTER 8:
CONCLUSION
PROSPECTS FOR THE EUROPEAN FOOD RETAILING ENVIRONMENT
8.1 INTRODUCTION
This chapter seeks to analyse the main findings drawn from analysis of the empirical 
research and to provide a conceptual framework. Both the empirical and secondary 
source data has covered a wide scope and so as a prerequisite to furthering the line 
of argument, the main points drawn from each of the three results and analysis 
chapters are summarised. Prominence is placed upon interpreting the findings in the 
light of previous research. Conclusions are drawn based upon analysing results for the 
group as a whole from the three chapters in relation to one an other, and used to infer 
general trends within the European food retailing industry.
The results are also analysed from a cross-cultural perspective. In particular, the 
national views of retailers are interpreted in the light of previous research that has 
suggested retailers develop from being reluctant to internationalise to eventually 
becoming ambitious internationalists. Development of Treadgold's [1991] model using 
empirical results has placed national markets within a framework according to their 
level of structural development. The different perceptions of retailers at different stages 
of development within their home market is addressed. Furthering this concept, the 
results are analysed to distinguish the extent to which trends emerge based on a 
retailers stage of development within the international arena. For example, the degree 
to which there is evidence to suggest that retailers from less developed retail 
environments are following the same development path as retailers with more 
experience within the international arena have followed in the past.
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New information gathered from the Delphi survey is presented. The findings suggest 
which trends retailers perceive will be most important in the future European food 
retailing environment. Although it may seem unusual to present new information in 
the final chapter of the thesis, it is used merely to illustrate and strengthen previous 
results. The potential trends that respondents were asked to review are based upon 
suggestions within the literature that have been reviewed in chapters two and three, 
and used to interpret results in chapters five, six and seven. The forecasts are not 
suggesting new concepts, but rather, confirm respondents' perceptions of potential 
future trends as discussed in previous chapters.
This final chapter provides an opportunity to look at the entire results not only in the 
light of previous research, but also, in relation to other sections of the empirical 
research. The three analysis chapters divided the results into separate sections; chapter 
five focused upon the direction of expansion, chapter six upon determinants of market 
entry methods and market choice, and, chapter seven upon the changing nature of the 
European market in the post-1992 environment and the potential impact upon the 
process of internationalisation. The final chapter allows the results of these three 
distinct chapters to be inter-related and thus to provide an overall interpretation of the 
results.
In particular, retailers responses were considered as a combined product of; first, the 
character of the home market, secondly, the potential host market in terms of level of 
structural development and relative geographical and cultural distance from the 
domestic market, and thirdly, the nature of the company in terms of its management 
culture and retail offer. Thus, when the results refer to the perspective of German 
retailers or the view of French retailers, it does not imply all retailers from these 
markets are likely to give the same response, but rather, due to a combination of 
factors and similar characteristics, the general perspective of large scale food retailers 
based in a particular market has a degree of consensus.
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Finally, the main points that emerge from the thesis are presented and discussed. It is 
suggested that from the numerous results the findings comprise three main themes. 
These are discussed and used as the basis of a conceptual framework. Issues suitable 
for future research to further the conclusions of the thesis are suggested.
8.2 FUTURE TRENDS
In addition to analysing respondents’ perceptions and opinions of the European food 
retail environment, an objective was to analyse retailers perceptions of potential future 
trends. As discussed in the methodology chapter, a number of ways of achieving this 
aim were considered, for example, by the use of scenarios, and it was decided to use 
the Delphi survey as a forecasting tool. Rather than requesting respondents to state 
their opinions of the present situation, the questions were intended to elicit their views 
on possible future trends. The objective was to gain a consensus view of experts on 
the potential future nature of the European food retailing industry .
The Delphi survey was carried out as a third stage of the data collection subsequent 
to the completion of the interviews and postal questionnaire. As detailed in chapter 
four, the first Delphi questionnaire partly consisted of questions taken directly from 
the postal questionnaire. The survey was sent to a sub-sample of the 92 respondents 
who had completed the postal questionnaire. As discussed in section 4.5.7, a 35% 
response rate was achieved. The Delphi respondents comprised three French retailers, 
two Spanish, and seven UK respondents. Thus, the sample of results is biased on a 
cross-cultural basis. However, the aim was primarily to gain an understanding of the 
underlying reasons for the results from the larger sample of respondents incorporating 
retailers from all six target nations. It is assumed that the justifications cited for the 
various results are applicable to the postal questionnaire results at a general level.
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As appendix 4.15 illustrates, the first question focused upon the perceived opportunity 
provided by different types of expansion strategy, the second with the favourability 
of European markets. Both the quantitative and qualitative results of these sections 
have been discussed in chapter five. In general, the findings of the Delphi survey 
served to strengthen the trends that emerged from the postal questionnaire. The 
comments and justifications made by respondents also helped to explain the reasons 
underlying such views.
The second part of the Delphi survey dealt with forecasting trends. Respondents were 
given five potential trends and asked to evaluate the probability of each one occurring 
within the European food retail environment in the short, medium and long term. The 
trends were all drawn from a review of the literature. In questions three to seven (see 
appendix 4.15) they were asked to rate the probability of the trend occurring on a 
scale of one to five, where one indicates a low probability and five a high probability. 
In addition, respondents were also asked to cite their own level of confidence in each 
of the answers given on a scale of one to three, where one represented a low level of 
confidence and three represented a high level of confidence. The results of Delphi 2 
were used to calculate the mean probability of the trend occurring in the short, 
medium and long term. The results of this part of the survey, based on 14 replies, is 
provided in table 8.1.
As well as quantitatively rating the factors, respondents were also required to cite 
justifications for the answers they gave. These comments were analysed on a 
qualitative basis to provide an insight into the underlying reasons for the beliefs that 
respondents held. As noted above, the quantitative results are based on the last round 
of questioning, namely Delphi 2 (see appendix 4.17). The qualitative analysis is based 
on the comments made in the second round of questioning, namely Delphi 1 (see 
appendix 4.15). The justifications cited by respondents when answering the questions 
are given in table 8.2. The comments were summarised and the frequency of each one 
is given in the right hand column. Notably the numbers do not total the number of
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respondents, namely 15 for Delphi 1, due to the fact that whilst some respondents 
made more than one comment for a question, others made no comments.
8.2.1 The Delphi Survey: Quantitative Results
The first of the forecasting questions required respondents to consider the likelihood 
of European retailers expanding into new retail sectors as well as increasing 
geographic coverage. As table 8.1 illustrates, the mean response was fairly cautious 
and centred around the mid point of the scale. The perceived probability of the trend 
occurring increased over time. Whilst it was thought to be only probable in the short 
term, indicated by an average response of 2.8(57), the mean rating rose to 3.7(14) in 
the long term. This was in keeping with the responses for other questions, all of which 
were thought to be more probable in the longer term. The responses to the confidence 
level did not follow such a trend. While for some questions more confidence was 
placed on short term views, for others it was the long term view that respondents were 
most sure about.
The fourth question in the Delphi survey required respondents to rate the probability 
that increasing product strength would be as important as increasing geographic 
coverage for European retailers in the post-1992 environment. The mean responses for 
the short, medium and long term were all greater than three, indicting the trend was 
generally thought to be likely. The results suggest respondents perceived that 
following a strategy of increasing product strength as well as geographic coverage 
was already occurring, and would continue to influence the food retailing industry.
The average confidence levels were all greater then two, thus, the majority of 
respondents had a considerable amount of confidence in their response. Following a 
strategy of increasing product strength received a higher mean score than any other 
trend, with a rating of 3.2(31) in the short term and 3.5(00) in the medium term.
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Table 8.1
Quantitative Delphi Results
Q.3 Expansion into new retail sectors will be as important as increasing geographic 
coverage
Probability 
Short term 2.857 
Medium term 3.286 
Long term 3.714
Q.4 Increasing product strength will be as important as geographic coverage
Std Dev n = Confidence Std Dev n =
0.864 14 2.231 0.439 13
0.611 14 2.385 0.506 13
0.994 14 2.385 0.506 13
Probability Std Dev n = Confidence Std Dev n =
Short term 3.231 0.927 13 2.308 0.630 13
Medium term 3.500 1.092 14 2.357 0.633 14
Long term 3.615 1.121 13 2.308 0.630 13
Q.5 Food retailers will increasingly enter markets that are geographically distant
Probability Std Dev n = Confidence Std Dev n =
Short term 2.786 0.975 14 2.143 0.535 14
Medium term 3.357 0.745 14 2.071 0.616 14
Long term 4.000 0.816 14 2.385 0.768 13
Q.6 Food retailers will increasingly enter markets that are culturally distant
Probability Std Dev n = Confidence Std Dev n =
Short term 1.923 0.641 13 1.9223 0.641 13
Medium term 2.750 0.622 12 1.833 0.577 14
Long term 3.333 0.778 12 2.167 0.937 12
Q.7 Food retailers will increasingly target specific regional niche markets
Probability Std Dev n = Confidence Std Dev n =
Short term 2.500 1.019 14 2.071 0.730 14
Medium term 2.923 0.862 13 1.923 0.641 13
Long term 3.154 0.899 13 1.846 0.801 13
Probability; 1 = low probability, 5 = high probability
Confidence level; 1 = low level of confidence, 3 = high level of confidence
Short term = 1994 - 1996, Medium term = 1994 -■ 2000, Long term = 1994 - 2010
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This indicates that it was thought to be the most likely trend occurring in both the 
short and medium term. This view is reinforced by the fact that the confidence level 
for this question was higher than for any other trend in the short term.
Question five in the survey focused on the probability with which European food 
retailers would increasingly enter geographically distant markets. Whilst respondents 
were marginally inclined to perceive that retailers would enter spatially distant markets 
in the short term, indicated by a mean of 2.7(86), they perceived it was a trend that 
was much more likely to occur in the medium and long term, as the average scores 
of 3.3(57) and 4.0(00) respectively illustrate. In fact, following a strategy of expanding 
into spatially distant markets was perceived as the most probable of all trends in the 
long term. The standard deviation approximated around one, thus, there was no strong 
consensus opinion. However, the mean confidence levels were all greater then two, 
indicating the sample was confident in their views.
The sixth question dealt with the probability of retailers increasingly moving into 
culturally distant markets. All the average responses were less than in the previous 
question, indicating that respondents were more inclined to perceive European food 
retailers would move into geographically but not necessarily culturally distant markets. 
Respondents thought it unlikely that retailers would enter culturally distinct markets 
in the short term, indicated by a mean of 1.9(23). However, in the medium term they 
felt it was somewhat probable, although the average score was still less than three. In 
the long term the mean rating of 3.3(37) indicates it was perceived a probable trend. 
The confidence levels were less than two in the short and medium term, with more 
confidence being placed on the response for the long term.
The last question focused upon the extent to which European food retailers would 
increasingly focus upon specific regional niche markets. Respondents perceived that 
although this was only marginally probable in the short term, indicated by a mean of 
2.5(00), the trend was thought to be increasingly likely in the long term, illustrated by
457
Chapter 8: Conclusion
an average score of more than three, namely 3.1(54). However, the confidence levels 
were less than two in the medium and long term, indicating the only response that had 
a significant degree of confidence was that it was unlikely retailers would target 
specific regional niche markets in the short term.
8.2.2 The Delphi Survey: Qualitative Results
The justifications cited in Delphi 1 were qualitatively analysed in order to provide 
insight into the underlying reasons for respondents' views. In terms of the first of the 
forecasting questions, question three in Delphi questionnaires (see appendices 4.15 and 
4.17), the comments suggest that most respondents perceived there were a variety of 
reasons that would result in retailers expanding into new retail sectors as well as 
expanding internationally (see table 8.2).
The response most frequently cited was that moving into a new sector may provide 
a good opportunity for new growth. It was also suggested that moving away from the 
core offer might produce higher margins. It is likely this was particularly the case as 
the retailers would be moving from a food retail activity into a non-food sector. Indeed 
a separate but linked statement was that increasing concentration within the food 
retail sector would mean retailers would be forced to look elsewhere for growth 
opportunities. Diversifying the portfolio was also thought to be a likely means of 
expansion as it dispersed risk. Moving into a new retail sector was cited as being a 
means of gaining profit in the short term, but was also viewed as being necessary for 
future survival.
In comparison only two negative responses inferring the trend would not occur were 
cited. It was suggested that whilst retailers may seek alternatives to growth, moving 
into a new sector might not be a successful development as the company loses its 
specialisation. Moving away from the core offer, in which the retailer has proved 
successful, was considered by some as a high risk strategy.
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Table 8.2 
Qualitative Delphi Results
0. 3 Expansion into new retail sectors will be as important as increasing geographic 
coverage
Yes; n =
Provides good opportunity for expansion 5
Higher margins 4
Reduces risk if dispersed portfolio 2
Increasing competition means food retailers will look elsewhere for profit 2
May provide profit in the short-term 1
Need to for future survival 1
No;
Retailers dependent on finance and shareholder opinion 1
In the long term specialisation will pay off 1
0. 4 Increasing product strength will be as important as increasing geographic 
coverage
Yes; n =
Brand strength will become increasingly important 5
Own label will become increasingly important as a means of differentiation 4
Own label will be an important means of consumer loyalty 3
Strong brands necessary for success 2
Consumer sophistication will result in leading brands becoming generic 
commodities 1
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O. 5 Food retailers will increasingly enter markets that are geographically distant
Yes; n
Evidence of this already, trend will continue 5
Inevitable if to expand internationally 2
Will have to look further afield as domestic market provides less opportunities 1
No;
No, will concentrate on protecting domestic market 1
0.6 Food retailers will increasingly enter markets that are culturally distant 
Yes; n
Inevitable if limited opportunities at home result in a strategy of 
internationalisation 6
Especially using joint ventures 3
No;
li is likely to be very risky 2
Retailers will need to carry out a great deal of research first 1
0.7 Food retailers will increasingly target specific regional niche markets 
Yes; n =
If the region is profitable enough in terms of economies of scale 2
Evidence of this already, trend is likely to continue 1
Only if region is on a large scale, for example crossing national borders 1
No;
Such niche markets are likely to be too small to be profitable for food retailers 1
NB. The number of respondents given in 'n =' reflects the fact that whilst some 
respondents made more than one comment for each question, others made no 
comments.
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Further, it was pointed out that whilst following a strategy of portfolio diversification 
as well as international expansion may be a strategic objective, due to financial 
restrictions it may not be a feasible option. Thus, whilst the general consensus was 
that retailers will follow a trend of diversifying into new retail sectors whilst also 
internationalising, the evidence from the Delphi survey suggests there are a whole 
range of motives for following such a strategy.
Question four suggested that it would be increasingly important for retailers to 
increase product strength as well as increasing their geographic coverage. The 
justifications for such a response are listed in table 8.2. Notably all comments 
supported the trend occurring. The statement given by the most respondents was that 
increasing product strength would become just as important for retailers as increasing 
their geographic coverage due to the importance of brand strength. The importance of 
own label in terms of store differentiation was also perceived as being an important 
underlying reason, and linked to this, the influence of own label products on consumer 
loyalty was also cited. Prominence was placed on product strength as it was suggested 
by respondents that strong brands would be necessary for success in the European 
retail environment. It was also suggested that product strength would become a 
growing trend in food retailing as consumer sophistication will result in leading brands 
becoming generic.
The fifth and sixth questions took suggestions from Burt [1993] as their basis, namely 
that increasingly retailers will enter more geographically and culturally distant markets. 
There was only one negative statement regarding European food retailers moving into 
geographically distant markets. It was suggested that retailers would be unlikely to 
move into spatially distant markets and would place more emphasis on protecting the 
domestic market from foreign entrants. However, as suggested by the mean responses, 
respondents were more inclined to believe that over time retailers would enter 
increasingly distant markets. A number of respondents suggested that this trend was 
already in evidence and was set to continue. Other justifications for retailers moving
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into more geographically distant markets included the proposition that retailers will 
have to look further afield as opportunities for expansion within the domestic market 
decrease. As a furtherance of this it was suggested that retailers following a long term 
strategy of internationalisation would eventually have to move into markets further 
away after initially focusing on those closer to home.
The general consensus was that retailers would also increasingly move into markets 
that were culturally distant, although less prominence was placed on this view than for 
geographically distant markets. The motives for moving into culturally distant markets 
were similar to those stated for moving into geographically distant markets, namely 
that it is inevitable if a long term strategy of internationalisation is taken. It was also 
suggested that moving into culturally distinct markets would be more likely if a 
strategy of joint venture was employed. The reason for this is linked to the negative 
justifications. It was suggested by some respondents that retailers would not move into 
culturally distant markets as the risk of failure would be too great, and also, that they 
would have to carry out thorough market research before hand, and thus would be 
more inclined to choose a familiar market to reduce costs and time delays. 
Implementing a strategy of joint venture was perceived to reduce the problems 
associated with culturally distant markets.
The last forecasting question suggested that European food retailers would be 
increasingly likely to target specific niche markets. Findings suggesting the underlying 
reasons for following this strategy were that retailers would focus on any type of 
market if it was profitable enough. It was suggested that for a niche market to be large 
enough it was likely to be on an international scale. Others suggested a trend of niche 
marketing was already occurring and was likely to continue. However, some 
respondents suggested that food retailers who mainly deal with a mass market would 
not be able to achieve significant economies and efficiencies of scale by focusing on 
a niche market.
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8.3 INTERNATIONAL EXPANSION
This research has confirmed that European food retailers are placing increasing 
importance on internationalisation as an expansion strategy. Moving into the 
international arena is increasingly being considered as an option of significant 
importance. Retailers have generally been slower to take an international presence than 
their counterparts in manufacturing have been. In particular, retailers in the food sector 
have been more hesitant to internationalise than those involved in non-food activities. 
However, evidence discussed in chapter five suggests that European food retailers are 
now considering internationalisation as a fundamental strategy for growth.
8.3.1 A Proactive Interpretation
The research serves to reinforce previous empirical evidence suggesting that retailers 
are taking an increasingly proactive approach to internationalisation. Where as it was 
once assumed that retailers would not consider such a high risk and high investment 
strategy unless other avenues to growth were closed, increasingly food retailers are 
choosing to internationalise rather than follow an alternative path of expansion.
Internationalisation was rated by respondents as being one of the most favourable 
types of expansion strategy. Although increasing coverage of the domestic market was 
thought to be a slightly more attractive option, the concept of moving into new 
markets was perceived as only slightly less attractive. Given the observational 
evidence of limited internationalisation by most food retailers these results suggest a 
shift in the attitudes of retailers. It is proposed that they are taking a more positive 
stance towards internationalisation.
Further, internationalisation was perceived as being more attractive than diversifying 
the retail offer in terms of the format or sector of activity, and considerably more 
favourable than diversifying away from the retail industry. When the results were 
interpreted in the light of Treadgold's [1991] Paths for Growth Matrix, it suggested
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that the strategy of internationalisation was seen as being a fundamental means of 
growth. Even when retailers were seeking to diversify into other retail sectors or 
outside the retail industry, it did not negate their interest in the potential for 
internationalisation. Rather, alternative strategies were considered in addition to 
internationalisation. The empirical results reaffirmed Treadgold's [1991] suggestion that 
the largest retailers may follow a dual expansion strategy of expanding geographically 
on an international scale in conjunction with diversifying their sector of activity.
8.3.2 Perceptions of Europe
The establishment of the SEM has served to focus attention on opportunities within 
the global region. Certainly observational evidence suggests that intra-European 
expansion has not occurred to the extent some commentators initially suggested it 
would. However, it is true to say that Europe has been the focus of increased attention 
due to the changes brought about by the establishment of the SEM. Whilst it has been 
suggested that retailing has received little direct benefit from the establishment of the 
SEM, achieving any benefits through indirect gains, the changing environment is 
perceived as at least facilitating if not directly encouraging retail internationalisation.
The empirical evidence suggests that whilst regions other than the EU are perceived 
by European food retailers to be opportune environments for potential expansion, so 
too is Europe. From the group of respondents as a whole, Europe was seen as the 
most favourable and most likely focus of attention in terms of expansion policies. 
Thus, intra-European expansion was confirmed as the most likely direction of 
expansion. When the responses of the aggregate group were divided into national 
groups, all perceived Europe to offer potential.
However, retailers from some nations placed more emphasis on Europe than others. 
Notably, German respondents were the most inclined to state its potential and their 
own inclination towards following a border hopping strategy. However, even when 
other regions were seen as having significant opportunities, notably North America in
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terms of UK respondents and Latin America and the Far East for French respondents, 
it was not to the detriment of the attractiveness of Europe. Considering the limited 
intra-European expansion by food retailers in the pre-1992 setting, with the exception 
of the French hypermarkets and German discounters, this suggests that retailers are 
looking at Europe in a more favourable light in the post-SEM environment.
When respondents were analysed in the light of previous research it suggested that 
European retailers perceived the most opportune strategy in the post-SEM environment 
is to take a pan-European approach to marketing. As the discussion in chapter five 
suggests, respondents rated the most favourable strategy to be implementing a policy 
of internationalisation, and so ensuring wide geographic coverage, in conjunction with 
increasing the product offer.
The original suggestion of implementing a mixed marketing strategy within the SEM 
was suggested by Gogel and Larréché [1989] for the European food manufacturing 
industry. Analysis of the opinions of retailers suggest that following a policy to 
achieve the position of ’Kings' on the matrix also applies for the retail sector. In 
addition to internationalising within Europe, and so increasing their geographic 
coverage, retailers stated it would be opportune to also increase their product lines, 
move into new retail formats in order to expand their offer, and, even to move away 
from their original core offer and into new retail sectors.
8.3.3 Experience within the International Arena
When the results were analysed in terms of Treadgold's [1991] 'Stages of International 
Development' matrix, they suggested respondents perceived their companies to be in 
the reluctant to cautious stage of development. Thus, although the internationalisation 
of European food retailers has been limited, it is suggested that it is a trend that is set 
to continue and indeed to accelerate. Further, it is proposed that Treadgold's [1991] 
model is particularly appropriate for retailers in the food sector. As discussed in 
section 5.4.2, unlike their counterparts in the non-food sector, retailers in the food
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sector must enter a new market on a significant scale if they are to achieve necessary 
savings from economies and efficiencies of scale. Thus, their international expansion 
is a longer term and lengthier process.
Unlike retailers in other sectors such as fashion, food retailers are unable to move into 
a new market on an incremental basis to test market conditions. They are more likely 
to take a slower and more cautious approach to initial international development. It 
is suggested that although the amount of international activity for many European food 
retailers is limited, the trend is towards increasing internationalisation. Examples of 
food retailers who achieve a significant proportion of their turnover from their 
international business, is testimony to the potential for the future.
8.3.4 Direction of Expansion
The results serve to reinforce the views of Burt [1993], who states that at least 
initially, retailers choose to move into markets that are geographically, economically, 
and structurally proximate. From qualitative analysis of both the interview results and 
the Delphi surveys a number of justifications for following such a pattern are 
suggested. In particular, the level of retail structure development emerged as a factor 
of primary consideration. In chapter five the favourability of individual European 
markets was measured against a level of retail structure development, namely the 
number of food retail outlets per thousand population. It was found that the most 
favoured markets were some of those with the least developed retail structures within 
Europe. The group rated as second favourite included markets with advanced 
structures. Thus, there appeared to be a contradiction.
The level of development also has a geographical element. Whilst the least developed 
markets, notably Spain, Portugal and Italy are located in southern Europe, the most 
advanced, particularly the UK and Germany, are situated in northwest Europe. Thus, 
it is suggested the level of structural development may be used as a measure of 
geographical and cultural proximity.
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The inter-relationship of geographical and cultural similarity within the retail structure 
lends support to the concept of increasing régionalisation within Europe. It is 
suggested that the diminishing importance of national borders brought about by 
legislative liberalisation and harmonisation policies within the SEM will mean that 
international but sub-European regions will take on increasing significance. Analysis 
in chapter five divided Europe into five clusters of countries based on their degree of 
attractiveness as host markets and their level of structural development. Each group 
of countries also had an inherent spatial element defining them. It is suggested that 
rather than perceiving Europe as a mass pan-European market, retailers will be 
inclined to perceive Europe as comprising groups of markets with similar 
characteristics, or put in another way, that Europe will be increasingly considered as 
a number of regions.
The regions may comprise a number of national markets, such as for example, the 
small core markets of Belgium, Luxembourg and the Netherlands, or they may be 
made up of a number of sub-national regions, such as for example south-east England 
and Northern France. The literature has suggested that mass markets will become 
increasingly segmented in terms of consumer characteristics. Thus, rather than retailers 
targeting a mass market on an international scale, other characteristics will become 
more important. However, with the inherent logistic and distributional requirements 
of retailers in the food sector, it is likely for some considerable time at least, that there 
will remain a spatial element defining target markets. The difference is that it may 
no longer be based on national boundaries.
Due to the timing of the survey actions of retailers may not yet have caught up with 
legislative changes, or, with the perceptions of transitions within the SEM. This would 
account for the fact that retailers perceived there to be greater differences within the 
post-SEM environment than might be the conclusion if only observable actions are 
analysed. Although the perceptions of retailers do not necessarily imply their actions 
in the future, it does suggest the direction of a trend within the SEM, namely that
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retailers perceive that the SEM is increasingly being regarded in terms of regions 
rather than a collection of national markets. It is suggested that future research may 
be able to test the degree to which the forecasts of retailers are actually occurring.
8.4 METHODS AND MOTIVATIONS
Following analysis of the likely direction of future internationalisation by European 
food retailers, prominence was placed upon the method of internationalisation. This 
included analysis of the method of market entry as well as the motivations for 
selecting a particular market. The general conclusions for both the group as a whole 
and on a cross-national basis were discussed in chapter six. The following section 
seeks to analyse respondents views on methods of internationalisation in conjunction 
with the other empirical findings. In particular, the way in which market entry 
methods and motivations underlying internationalisation might be related to the 
direction of international expansion retailers perceived as attractive.
8.4.1 Market Entry
The empirical findings analysed in chapter six confirmed the results of previous 
research focused upon methods of market entry. For example, acquisition was 
perceived by retailers in the food sector to be the most likely strategy when entering 
a new market, thus confirming the work of Burt [1991]. Acquisition is favoured due 
to the advantages of moving into a market on a significant scale. Thus, although Burt's 
research was based upon a sample of UK food retailers, the opinions of European 
retailers reconfirmed the results.
Previous research based on observational evidence of the international moves of 
retailers has suggested there are a number of inter-related factors that influence the 
choice of market entry method [Burt, 1995; Dawson, 1994]. It has been suggested that 
the choice of strategy is related to the direction of expansion. For example, the
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proximity of the new market from the retailers domestic market may influence the 
type of entry method used. As previously discussed, Burt [1993] proposed that 
retailers initially seek to expand into markets that are both geographically and 
culturally proximate. It is suggested that not only do these factors influence the 
markets chosen for expansion, but also, the methods of internationalisation.
The results analysed in terms of national opinion suggest the geographical proximity 
of the new market from the domestic market influences the market entry method. For 
example, although the group as a whole placed prominence on the use of acquisition 
to internationalise, French retailers placed particular prominence on the strategy of 
joint venture. When this is considered in the light of their responses regarding the 
likely direction of expansion, it suggests there is a link. French respondents placed 
most significance on underdeveloped markets, both within and outside Europe, and 
hence, joint venture is an appropriate means of internationalisation.
The results indicate the third factor stated by Burt [1993] as a determinant of the 
direction of international expansion is even more salient to the choice of market entry 
method than that of geographical and cultural proximity. In fact, it is proposed that the 
level of retail structure development may be considered not only as a separate factor, 
but also, as a proxy measure of geographical and cultural distance. Thus, when 
retailers select a means of implementing a strategy of internationalisation, the decision 
is partly based on the level of structural development within the host market.
In general, it may be assumed that markets culturally and geographically distant from 
those of north-west Europe also have less developed retail structures. In general the 
retail structures of north-west Europe are more advanced than most. If the food retail 
industries of the UK and Germany are considered advanced, and the markets of France 
and the Netherlands, for example, are regarded as structured [Tordjman, 1995], then 
it is proposed that there are few other countries where the food retail industry has 
reached such levels of concentration and competition.
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Thus, when respondents state they favour markets that are culturally and/or 
geographically distant to the domestic market, to some extent at least, they are also 
implying they favour markets with less developed retail structures. On a global scale 
the French respondents were more inclined to view the geographically and culturally 
distant markets of Latin America and the Far East as attractive. Within Europe French 
respondents also perceived markets with less developed retail structures as holding the 
most opportunity. Thus, it would appear that the nature of the markets, particularly the 
relatively underdeveloped level of the retail structure, influenced their view that joint 
venture was a favourable method of market entry.
Observable evidence of French retailers using joint venture when moving into such 
markets confirms that this strategy is seen as appropriate in such conditions. This is 
exemplified by Carrefour's activities in Latin America since the 1960s and their recent 
announcement that they will be opening a number of outlets in Jakarta in partnership 
with local retailer PT Tigaraksa Satria. Undoubtedly such moves are due at least 
partly to the fact that joint venture shares the risks and cost of investment as well as 
allowing market knowledge to be gained from indigenous players.
German retailers also confirmed the proposition that the method of market entry is 
related to the direction of expansion. They placed far more prominence on markets 
within Europe, particularly those within geographical proximity of the home market. 
This implies that they favoured markets with structured retail industries, with the 
exception of those markets in Eastern Europe. The Germans placed most importance 
on the entry methods of acquisition and share holding which are appropriate for entry 
into developed markets. Acquisition may not appear appropriate within the developing 
retail structures of Eastern Europe. However, it is possible to acquire formerly state 
owned outlets, often followed by further organic growth [Drtina, 1995].
It could be argued that the relatively advanced nature of the markets they were 
targeting allowed them the option of employing both acquisition and share holding.
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In more concentrated markets there more likely to be indigenous retailers that would 
be suitable for partial or full acquisition. Also, they would they be less inclined to use 
a strategy of joint venture as there was less need for them to gain knowledge of local 
conditions from indigenous retailers as the proximity of the markets meant they were 
relatively well understood. In addition, their comparatively structured nature meant that 
using acquisition or share holding was a more likely to be an available option than 
would be the case in a less developed market. In developed markets planning 
regulations make acquisition a particularly attractive option, and in some 
circumstances, the only viable means of internationalising.
Further, the results of the German respondents serve to place greater prominence on 
the option of organic growth than other groups. It is usually considered inappropriate 
for retailers in the food sector. However, there is perhaps a link between moving into 
markets that are geographically, culturally, and structurally proximate and using a 
strategy of organic growth. In addition to the direction of expansion it is likely that 
both the nature of the retail offer and the character of the management also influence 
the decision to use organic growth. It has been used primarily by those retailers with 
a distinct core offer, as exemplified by German retailers internationalising discount 
grocery formats [Davies and Flemmer, 1995].
It is suggested that the experience of the retailer within the international arena also 
influences the choice of market entry method. For example, Italian retailers were the 
least inclined to follow a strategy of internationalisation. However, of all global 
regions they perceived expansion would be focused upon Europe. They viewed joint 
venture as the most likely means of internationalisation. It is suggested that this 
strategy was thought of as suitable not because of the nature of the prospective market, 
but rather, due to the Italians lack of experience as retailers within the international 
arena. Even if they were to move into a relatively structured market, where joint 
venture might not seem particularly suitable, it would allow them the chance to gain 
experience from another retailer whilst also reducing the cost and risk of investment.
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8.4.2 Alliances
The general response when questioned on the motives for joining a retail alliance 
concurred with the literature, namely, it was to gain savings from economies of scale 
when negotiating with suppliers. In addition, prominence was placed upon the transfer 
of management skills and technology, again reaffirming suggestions within the 
literature.
When analysed in terms of national perceptions, the French response was somewhat 
distinct. They placed far more prominence upon the motive of gaining a prestigious 
image than from any of the 'harder' benefits such as the transfer in skills or improved 
negotiating position. When interpreted in the light of other evidence, it is suggested 
that although alliances were originally set up with the aim of providing retailers with 
savings in terms of buying, the nature of alliances has changed and increasingly more 
prominence is being placed upon the other benefits.
As previously discussed, when respondents national perceptions of internationalisation 
have been interpreted in terms of Treadgold's [1991] 'Stages of International 
Development' model, the French retailers are defined as ambitious internationalists. If 
this is considered in respect of their views on the primary benefits of retail alliances, 
it is suggested that as retailers gain experience within the international arena, their 
view of the benefits achieved from alliances change. When retailers are at a less 
developed stage in their experience of the international retail environment, namely 
reluctant or cautious internationalists, they perceive the greatest benefits are from 
increased negotiating power with suppliers, and to a lesser extent, advantages in terms 
of transfers of technology and management skills. Once they develop into ambitious 
internationalists it is suggested that increasingly their priorities change to 'softer' 
benefits, namely the prestige they may gain from being an alliance member, and to a 
lesser extent, their protection of the home market.Thus, it is suggested that over time 
alliances will become increasingly sophisticated in terms of the benefits they offer 
retailers.
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8.4.3 Motivations
As discussed in chapter three, the motivations underlying retail internationalisation 
have received substantial attention within the literature. Much of the original analysis 
was based upon observational evidence of retailers activities on an international scale 
and concluded a reactive interpretation. More recently, empirical research has placed 
more prominence on the proactive motivations for internationalisation.
In addition to understanding what factors prompt retailers to choose an expansion 
policy of entering new markets, research focused on motivations has also sought to 
understand why a particular market is chosen. It is assumed that once it has been 
decided to internationalise, the retailer seeks the most attractive market, but on what 
basis are potential markets judged?
The results confirmed previous empirical research into the motivations of 
internationalisation. As suggested by Alexander [1990a, 1990b] and Williams [1992a, 
1992b], economic conditions and growth opportunities were generally thought to be 
the most important determinants when choosing a market. Similarly, the nature of 
competition within the market was also seen as being a fundamental influence. 
Importance has been placed on the factor of geographic proximity, particularly by Burt 
[1993]. Certainly, overall there seems to be empirical evidence to concur with the 
proposition that it is a major factor of consideration when analysing potential host 
markets. In general the response of retailers was that Europe was the most attractive 
world region for expansion, thus emphasising the influence of geographical proximity.
However, when the results were analysed on a cross-national basis, not all groups of 
respondents agreed with the overall view. UK respondents placed as much emphasis 
upon North America as they did on Europe. As previously discussed in chapter five, 
this may be due to cultural proximity despite the relative geographical distance. 
Similarly, French respondents perceived there to be opportunities for 
internationalisation within Latin America and the Far East as well as within Europe.
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The French retailers' perspective was analysed in the context of Treadgold's [1991] 
'Stages of International Development' model (see section 3.5). In general French food 
retailers are the most progressive in terms of internationalisation and earlier analysis 
has placed French retailers in the 'ambitions' stage of internationalisation (see chapter 
5). The empirical findings suggest that this model illustrates the activities of retailers, 
and that as retailers' experience within the international arena develops, the constraints 
of factors such as geographic proximity lessen.
The proposition that geographical proximity decreases in relevance as experience 
within the international arena increases is also supported by the responses of the 
Italians. Italian retailers placed more prominence on the impact of geographic 
proximity when choosing a new market more than any other group. Certainly the 
results discussed in chapter five relating to the direction of expansion support this 
finding. Italian retailers were very much focused upon the European market if and 
when they considered internationalisation. It seems likely that an underlying reason 
for this is the limited size of many Italian food retailers relative to their European 
counterparts. A strategy of border hopping might be deemed a lower investment and 
lower risk strategy.
Whilst the French did not view geographic proximity as an important consideration 
when choosing a new market, the Italians did. In addition to observational evidence 
of the international activities of retailers, these results concur with the empirical 
findings in chapter five Whilst Italian retailers were very much concentrated on the 
domestic market and saw the potential for future expansion within Europe, the French 
respondents were very much focused on the markets of Latin America and the Far 
East. Thus, whilst the influence of geographic distance remains an important 
consideration when deciding on the direction of expansion for retailers who are 
reluctant or cautious internationalists, others who have been characterised as more 
ambitious internationalists are content to move into distant markets if other factors 
meet their criteria.
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In addition to the impact of geographical and cultural proximity, Burt [1993] also 
suggested that the level of retail structure development is an important consideration 
determining the direction of expansion. Respondents were asked to consider the 
importance of legislation as a motivation for choosing a particular market. To an 
extent, the issue of legislation may be considered as a measure of the level of 
structural development. Thus, when respondents stated that a significant motivation of 
moving into a particular market was the unrestrictive nature of the legislative climate, 
it can be surmised that they were implying they favoured markets with less developed 
retail structures. This conclusion would certainly concur with the findings of chapter 
five regarding the direction of expansion as well as with propositions within the 
literature.
The importance placed on niche opportunities within a prospective market is supported 
by the prominence retailers placed upon the consideration of the uniqueness of the 
retail offer. Certainly previous research has highlighted the importance of niche 
opportunities as a motivation to internationalise, and the results of this survey suggest 
they contribute to deciding on which markets are most attractive. For example, a retail 
offer or format may be more suited to particular market conditions. This in turn will 
shape the direction of expansion. Whilst a retail offer may have to compete against 
similar offers in some markets, in others there may be little direct competition. In such 
circumstances, regardless of the general level of retail structure development, a retailer 
might consider moving into a more developed market. An example of such a situation 
might be the expansion of hard discounters into the advanced market of the UK. 
Although the UK is perceived as an extremely competitive market, it is suggested that 
discounters would have relatively little indigenous competition in terms of directly 
comparable retail offers. The empirical results indicating that German respondents 
were far more inclined to perceive the importance of the uniqueness of the retial offer 
reaffirmed this proposition.
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8.4.4 Management Structure
The nature of the company may also contribute to the decision of how to 
internationalise. When assessing the strategies of retailers, the individual circumstances 
of the company must also be considered [Dawson, 1994]. It is easy to generalise about 
their actions, however, there are only a relatively small number of companies that have 
an international presence and thus, the actions of a few companies based on specific 
and idiosyncratic factors may bias analysis of the group as a whole.
For example, a retailer may employ a particular method of internationalisation because 
of idiosyncratic factors rather than a more general influence such as distance of the 
host market from domestic the operation. A strategy may be implemented because of 
predominantly negative reasons, such as they do not possess the knowledge or have 
the finances required for certain types of investment and so their choices are restricted. 
Retailers may chose a method of more positive factors, for example, if they have 
already been successful in implementing a particular strategy elsewhere and use their 
experience to replicate their previous offer.
French respondents perceived themselves to have more decentralised structures than 
any other national group. They also perceived that a foreign operation would have 
considerable autonomy from the parent company. Their response that they would be 
likely, relative to other groups of respondents, to transfer some key positions of staff 
is perhaps not surprising given the fact they perceived their companies to have the 
most decentralised management structures. When analysed in terms of their direction 
of expansion, based both on empirical results as discussed in chapter five and on 
observable evidence it is perhaps not a surprising set of responses. As previously 
discussed, the French were the most inclined to show interest in markets that are 
culturally and geographically distant and that have developing retail structures. When 
operating in such different conditions from the domestic market, it would seem logical 
that the foreign operation would need a degree of autonomy in order to adjust the 
retail offer to suit the local conditions.
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The general response was that it was more difficult for retailers in the food sector to 
internationalise, at least in terms of the differences in consumer taste and establishing 
outlets. This confirmed the general view within much of the literature (see chapter 
three). Respondents also perceived that internationalising the buying function was 
more difficult for those within the food sector. This is perhaps surprising given the 
developments of large scale and multinational buying alliances which are far more 
dominant in the food sector.
When the results were analysed on a cross-national basis, they were analysed to give 
an insight into the trends rather than merely the views held within a snap shot of time. 
The French were far less inclined to perceive there were greater difficulties for 
retailers in the food sector in comparison to the non-food. As previously addressed, 
in terms of their overall attitude towards internationalisation and their focus of 
direction they were also by far the most ambitious internationalists. It is proposed that 
as a retailers experience of operating on an international scale increases, in conjunction 
with their experience of operating in increasingly distant markets, so they are less 
inclined to see the difficulties. In some respects it could be argued there is a degree 
of self justification in this. If retailers felt it was particularly difficult for food 
operations to internationalise presumably they would not follow such a strategy.
Further, if the results are considered in the light of previous research which suggest 
the French respondents are further along the path of international development, then 
it is implied that as the other groups of respondents, as gain international experience 
they will be less inclined to perceive there are greater difficulties for retailers in the 
food sector. Furthering this proposition, it is suggested that food retailers will continue 
to internationalise at an accelerated rate, move into increasingly distant markets, and 
take an increasingly proactive approach as the perceived difficulties decrease.
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8.4.5 Consumer Trends
Respondents were asked to consider which trends would be most important in shaping 
the nature of the European food retailing industry during the 1990s. The overall 
response to the importance of consumer trends was that price would remain one of the 
most important considerations during the 1990s. Quality was also thought to be a 
fundamental way of differentiating from competitors, followed by convenience. These 
results imply that the decade following the establishment of the SEM will not witness 
any fundamental changes in terms of consumer trends, but rather, will confirm 
previous trends. Thus, it seems likely that even if retailers do operate on an 
increasingly international scale, and particularly on a pan-European basis, it will not 
change trends within the industry but rather act to reaffirm them.
When considered on a cross-national basis, the results remain similar, suggesting that 
the same trends apply throughout Europe although to slightly varying extent. For 
example, the French stressed the importance of price, where as the Germans placed 
prominence on quality. From this it might be presumed that retailers are trying to 
differentiate themselves in other ways than they have in the past. Whilst German 
retailers have traditionally been price sensitive, they are now introducing other means 
of differentiation in an increasingly competitive market. The significance they place 
on quality is not instead of using price as a strategic advantage, but rather, as well as. 
Similarly, whilst the French have been more quality orientated prices is becoming a 
relatively more important factor.
8.5 CHANGES IN THE INTERNATIONALISATION PROCESS
It has been suggested that in the environment of a FTA, such as the SEM, where 
national legislation takes on less prominence and inter-regional borders are eroded, the 
whole concept of internationalisation is called into question. Respondents were asked 
their opinions on the factors that determined the nature of the European market, and
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were asked to consider to what extent factors were changing in importance. Particular 
prominence was placed upon the perceived nature of national borders and the concept 
of régionalisation.
8.5.1 Perceptions of the SEM
In general, respondents views of the SEM suggested an attitude of cautious optimism. 
The overall response was that the SEM provided opportunities for growth. However, 
most respondents did not feel the SEM was as yet impacting directly upon the retail 
industry or their company. Few had conducted research into the potential impacts or 
had made directly related policy changes.
When the results were analysed on a cross-national basis they illustrated that there was 
a varied response towards the SEM. Whilst some retailers felt the SEM was of little 
relevance, others perceived it as a major catalyst to change, both in terms of the 
industry in general, and more specifically, in terms of their companies policy for 
expansion. When the results were analysed on a cross-national basis there appeared 
to be particular national views. At one extreme were the Germans who were pro- 
Europe, whilst the Italians did not perceive the SEM provided benefits.
German respondents were the most inclined to perceive the SEM was impacting upon 
the retailing industry, their company, and future plans. They were also the most 
positive towards the concept of the SEM and were far more inclined to see the 
opportunities provided by it. German retailers also stated they had carried out research 
focused on the potential impacts of the SEM, and as a result, had made some 
consequent policy changes. The positive response of the German respondents is not 
unexpected given their focus upon growth opportunities within Europe.
As discussed in chapter seven, it leads to the proposition that the German respondents 
focused their direction of expansion upon Europe at least partly because of the impact 
of the SEM. Furthering this suggestion, it is proposed that the creation of the SEM
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specifically, and FT As in general, results in a region becoming more attractive. It is 
suggested this is due to the facilitating nature of legislative harmonisation, and also 
the fact that the region and its markets become the focus for attention.
French, Dutch and UK respondents perceived the SEM had a limited impact and were 
cautiously positive towards opprtunities. The Dutch respondents had conducted a 
considerable amount of research into the SEM and had also made related policy 
changes. The French and UK retailers were less inclined to conduct research or make 
policy changes. The responses regarding the SEM reaffirm the trends discussed in 
chapters five and six, namely that the French, Dutch and UK retailers showed a 
positive but cautious response to Europe as a focus for internationalisation. It was 
perceived as an attractive region for expansion but was not the sole focus of attention.
Italian retailers did not view the SEM to be making a significant impact upon the 
retail industry and were not inclined to see opportunities provided by the establishment 
of the SEM. Most respondents had not conducted research or made any policy changes 
related to the SEM. The fact that Italian respondents were not particularly positive 
towards the SEM concurs with their relatively negative view of internationalisation. 
However, the only region that Italian respondents showed any interest in was Europe. 
From their response towards the SEM it would appear that this was not because of the 
impacts brought about by the Single Market programme. It is suggested that the 
Italians were focusing on neighbouring markets due to their lack of experience within 
the international arena rather than due to specific market characteristics.
8.5.2 Consumer Segments
Within the literature there have been suggestions that the global consumer market is 
becoming increasingly homogeneous (Levitt, 1983). However, within this overall 
picture there are also divergent trends. Thus, the mass consumer market is not 
becoming increasingly similar. Rather, there appears to be convergence within 
consumer segments which are found on a multinational scale.
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On a European scale a similar trend has been anticipated. Certainly there are 
suggestions that consumer demand is becoming increasingly similar within Europe. 
However, there remain significant differences in consumer taste throughout Europe. 
It has been suggested that rather than becoming an homogeneous pan-European 
market, consumer segments will be apparent on a pan-European scale.
As Davies and Flemmer [1995] suggest, the concept of consumer convergence is 
influenced by two distinct but inter-related issues. The first is that at one level 
consumer segments exist on an international basis, and secondly, that there is a trend 
of convergence between consumer segments within different national markets. Thus, 
some retailers may be able to target a consumer niche that exists in a number of 
national markets with very little adaption of their retail offer.
Within the food sector, differences between national groups of consumers should not 
be underestimated. It is proposed that food retailers can successfully internationalise 
when there is a degree of convergence between national markets. For example, from 
the internationalisation of food discounters it would appear they are appealing to 
similar consumer segments within a number of different national markets, and have 
been successfully internationalised due to their global appeal.
Analysis of the results suggests that in general, respondents still perceive the European 
consumer market to be divided mainly in terms of national consumer tastes. However, 
when asked to consider whether the factors were increasing or decreasing in 
importance, national borders were thought to be diminishing in importance more than 
any other factor. It is proposed that with the establishment of the SEM, and the 
resultant decrease in the importance of national borders, the European consumer 
market will increasingly become segmented by factors other than nationality.
Culture was generally thought to be the second most important distinguishing factor 
within the European consumer market. This confirms suggestions within the literature
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that retailers segment consumer markets by means of culture [Johnson, 1989] and that 
the European market will increasingly be viewed in terms of differences in culture 
[Willis, 1991]. It is suggested that culture will take on a relatively more important role 
as the influence of national borders wanes. This is confirmed by the empirical results 
that suggested culture was becoming a more important factor in segmenting the 
European consumer market.
The findings also served to reaffirm Burt's [1989] assertion that the factors of lifestyle, 
socio-economy and demography were fundamental factors within the European market 
(see chapter two). All were rated as important means of segmenting European 
consumers, and also, all three factors were perceived to be increasing in importance.
The influences of the urban-rural dichotomy and regional boundaries were not thought 
to be significant factors impacting upon the European consumer market. The urban- 
rural dichotomy was thought to be marginally increasing in importance whilst regional 
borders were considered to remain of the same importance. This holds more 
significance when considered in the light of the fact that national borders were 
perceived as significantly decreasing in importance. Thus, regional boundaries were 
thought to be gaining in relative importance in segmenting the consumer market.
In order to evaluate the proposition that the SEM will diminish the importance of 
national borders and increase the trend of régionalisation within Europe, respondents 
perceptions of the changing importance of national and regional boundaries were 
analysed on a cross-national basis. French respondents were distinct in the fact that 
they were less inclined to see the importance of national borders than any other group. 
Similarly the French interpretation of the importance of regional boundaries was 
distinct to the general views of the other groups. They were also less inclined to 
perceive the importance of regional boundaries. Thus, the French were less inclined 
to place prominence on spatial boundaries dividing the European consumer market 
placing more emphasis on factors of a non-spatial nature, namely culture, lifestyle.
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socio-economy and demographics. At the other extreme the German response showed 
a strong consensus of opinion that national borders were influential in segmenting the 
European consumer market.
When these results are looked at in the light of the national direction of expansion, it 
is suggested that there may be a link. In particular, the French were the group with 
the most global orientation and were the least inclined to see the European consumer 
market segmented in terms of national or regional boundaries. One interpretation is 
that the French, who have been characterised as ambitious internationalists, perceived 
borders to be less important which is undoubtedly related to their proactive approach 
to internationalisation.
The response of the German retailers confirms this proposition. They held the 
strongest consensus view that national and regional borders were influential in 
segmenting the market. They were the most inclined to state that national borders were 
significantly decreasing in importance. As discussed in chapter five, they were also the 
group that placed most prominence on Europe as a region to focus expansion. It is 
interpreted that German retailers were focused upon Europe partly because they 
perceived national differences within the consumer market were likely to decrease, and 
hence, they would be able to implement a pan-European marketing strategy as levels 
of consumer segment homogeneity increased.
German respondents also placed prominence on the fact that regional boundaries are 
becoming increasingly important. Given the German orientation towards Europe and 
their views on the changing nature of divisions within the European consumer market, 
it could be interpreted that there will be increasing régionalisation within Europe. It 
is suggested that increasing rates of intra-European expansion are partly an outcome 
of the impact of the SEM. Although the SEM may not have caused intra-European 
expansion, it is suggested that it has served to focus attention on the opportunities 
within Europe and has facilitated the process.
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The German and French respondents appeared to be at opposite ends of a continuum. 
The French were the least inclined to perceive national borders as constraints to 
internationalisation and the most inclined to be proactive and to move into distant 
markets. The Germans perceived national borders to be decreasing in importance and 
were more inclined to move into markets closer to home. It is suggested that rather 
then view these two stances as being at different stages along a path of development, 
where by the 'cautious* German retailers would eventually follow the strategy of the 
'ambitious' French, that the two strategies are in fact distinct and being followed for 
different reasons. It is suggested that in different circumstances, whether due to the 
environment of the home market, the character of the company, or the nature of the 
retail offer, retailers follow different expansion strategies.
8.6 FUTURE TRENDS: AN OVERALL PERSPECTIVE
The empirical results, when analysed in the light of previous results, support three 
main propositions. The three fundamental themes are composed of a number of 
smaller issues. The first major conclusion refers to the increasing level of retail 
internationalisation and the direction of expansion of European food retailers. The 
second theme concerns the method of internationalisation and the motives determining 
market choice. The third conclusion suggests the way in which the European market 
is perceived in the post-1992 setting and the growing trend towards régionalisation 
within Europe.
8.6.1 Internationalisation into Distant Markets
One of the fundamental findings of the research is that the process of retail 
internationalisation is set to continue, and indeed to increase. Although retailers in the 
food sector have in the past been characterised as being reluctant to internationalise 
(see section 3.4), the results suggest this is no longer always the case. Retailers are 
taking an increasingly positive and proactive approach to internationalisation. If this
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proposition is accepted for the food sector, which traditionally has been seen as 
reactive and reluctant to internationalise, then it is suggested that rates of 
internationalisation within the entire retail industry are likely to increase.
The research suggests that some international moves are the result of reactive motives, 
for example, the impact of restricted expansion opportunities within the home market 
caused by intensifying market concentration and regulation. However, in addition to 
the influence of reactive factors, retailers are seeking to internationalise because of 
opportunities in overseas markets. Retailers in the food sector are taking an 
increasingly proactive approach to international expansion. However, the pendulum has 
not swung to the extreme that retailers are no longer influenced by restrictions in the 
home market, but rather, most international moves are due to a combination of 
reactive and proactive motives.
If it is accepted that the process of retail internationalisation is accelerating, the 
direction of internationalisation becomes an increasingly important focus for attention. 
Burt [1993] has suggested that there are three main factors influencing the direction 
of expansion of retailers; geographical distance, cultural proximity and the level of 
retail structure development within the potential host market. The empirical results 
confirm these factors are important considerations for food retailers seeking to expand 
into a new market. Indeed, the findings suggest that Burt’s [1993] proposition is 
particularly relevant to retailers in the food sector due to their specific operational 
constraints when internationalising (see section 3.5).
In general, less prominence was placed upon the importance of geography relative to 
the other two factors, although retailers from some markets still considered it a 
fundamental concern. The overall view was that cultural proximity and the level of 
retail structure development were more important determinants of market choice than 
spatial distance from the domestic market. It is proposed that European food retailers 
will increasingly enter markets that are geographically distant from the home market.
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The results of the forecasting questions in the Delphi survey reconfirmed the 
importance of Burt’s [1993] three factors. Again, more importance was placed upon 
the impact of culture and level of structural development than on geography. The 
findings indicated that the long term trend would see retailers moving into increasingly 
distant markets in terms of both culture and geography.
In particular, it was proposed that geographical distance would become less of an 
issue. Results suggested this trend was already apparent and was set to continue in the 
future. On one level, retailers moving into geographically distant markets is a 
reflection of technological development in IT, communications and distribution 
facilities. At a more strategic level, it is suggested that as a retailer gains experience 
within the international environment they become more ambitious internationalists and 
are more inclined to move into geographically distant markets.
The research findings suggested it was less likely that retailers would move into 
culturally distant markets. Although respondents thought it would occur in the long 
term, they did not consider it to be probable within the next few years. From these 
results it is assumed respondents did not perceive geographical and cultural distance 
as mutually inclusive. Thus ,a geographically distant market is not necessarily 
culturally similar just as distant markets are not always psychologically distant.
Entering culturally distant markets was defined as a high risk strategy requiring 
considerable research prior to market entry. However, some respondents felt it was 
a viable option, particularly if a method of joint venture was employed. Others stated 
that although it was not a particularly favourable option, it was to some extent 
inevitable if they were to follow a long term strategy of internationalisation.
Whilst developments in technology may facilitate the movement into spatially distant 
markets, the difficulties associated with cultural distance are more difficult to 
overcome. The fact that respondents suggested retailers would move into culturally
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distant markets in the long term suggests that either retailers think they will be able 
to overcome consumer differences by adapting to local conditions, or, that there is 
increasing consumer convergence. As retailers gain experience within the international 
arena they will be more likely to move in to markets that are culturally distinct from 
the home market.
It is proposed that the level of retail structure development will remain a fundamental 
consideration when retailers seek to internationalise. The findings suggest that retailers 
will continue to enter markets with both developed and underdeveloped structures. It 
is perhaps not the actual level of structural development that is important, but rather, 
the level relative to the retailer’s home market. A retailer from an advanced market 
may be able to transfer an offer into another advanced market as well as into markets 
that are less structurally advanced. However, it seems less likely that a retailer will be 
successful in transferring a retail offer into a more advanced market than their own.
The fact that food retailers seek to move into both advanced markets and also those 
with developing structures may appear to be conflicting evidence. It is suggested that 
there is more than one strategy of internationalisation, and as such, there are a whole 
variety of market types that are opportune in different circumstances. A market is 
chosen due to a combination of influencing factors. Whilst some retailers place more 
prominence on factors found in a developing market, for example, a low level of 
market regulation, low levels of competition and high economic growth, other retailers 
favour more structured market conditions, for example, high consumer expenditure and 
stable political and economic conditions. The relative priority given to each factor is 
related to the type of retail offer, the nature of the company and management 
structure, and, their experience as internationalists.
As food retailers become less reluctant and more cautious internationalists, they 
become less influenced by the factors constraining market choice, namely geographical 
and cultural proximity. By the time their experience within the international arena
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defines them as ambitious internationalists, their direction of expansion is considerably 
less defined by cultural proximity and geographical distance.
As retailers become less constrained by the factors suggested by Burt [1993] as 
determinants of the market choice, their direction of expansion is increasingly 
dependent upon factors suggested within the literature as proactive motivations, for 
example, market size, growth prospects, and niche opportunities [Alexander, 1990a, 
1990b; Williams, 1992a, 1992b]. This suggests retailers will increasingly move into 
more diverse markets, in terms of cultural proximity and geographical distance, as 
long as the economic and structural conditions are considered suitable.
The factors suggested by Alexander [1990a, 1990b] and Williams [1992a, 1992b] as 
motivates underlying a retailers decision to pursue a strategy of internationalisation, 
for example, economic prosperity and growth potential, become increasingly important 
determinants of market choice. Thus, the factors originally suggested as motivations 
to internationalise are increasingly being considered as determinants of market choice. 
This in itself suggests retailers increasingly view the process of internationalisation in 
a positive and proactive way. Retailers are less concerned with if they should 
internationalise, and more concerned with where potential opportunities for 
internationalisation lie.
8.6.2 A Dual Expansion Strategy
It has been proposed that as retailers gain experience within the international arena 
they also expand into new sectors of activity [Treadgold, 1991]. This suggestion was 
based upon an observational study of the expansion strategies of the largest 20 
European retailers (see section 3.5). The research revealed that respondents thought 
it likely that retailers would increasingly place prominence on expanding their core 
offer in conjunction with increasing their geographic coverage, thus supporting the 
view of Treadgold [1991].
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The Delphi results confirmed the aim of retailers is to increase product strength as 
well as geographic coverage. However, the findings suggest retailers are more likely 
to expand and diversify from their core offer rather than move into a completely new 
area. Food retailers may diversify their product range and format type, and even move 
into the non-food retail sector. However, they are unlikely to move far outside their 
area of expertise.
Chapter three (section 3.5) details a theory proposed by Gogel and Larréché [1989] 
proposing that European food manufacturers will increasingly take a pan-European 
approach to their marketing strategy. They suggest that food manufacturers seek to 
operate on a pan-European basis and the best means of doing so is by implementing 
a strategy of internationalisation whilst also increasing their product strength. In the 
light of the findings it is suggested this strategy is also perceived as desirable by food 
retailers. Retailers perceive the best way to market themselves on a pan-European 
basis is to increase their product strength in conjunction with geographic coverage.
Retailers were inclined to see the opportunities of increasing their non-food ranges and 
expanding into new retail formats, particularly within the food sector. They were much 
less inclined to perceive that they would expand into a distant retail sector and did not 
perceive any opportunity in moving into a non-retail sector such as manufacturing. 
Thus, their position was one of aiming to strengthen and broaden their core offer, 
rather than diversify beyond it, in conjunction with following a strategy of 
internationalisation.
The literature has suggested that retailers in the food sector are more constrained in 
their choice of market entry method (see section 3.6). Although this is to some extent 
inherent in the operational requirements of food retailers, the research suggests they 
are increasingly considering a wider range of market entry modes. Traditionally, many 
food retailers have internationalised by means of acquisition which allows them to 
enter a market on a significant scale. Although this was still considered as an
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important method, the results suggest that retailers are increasingly considering 
alternative means of internationalisation.
In particular, prominence was placed upon the methods of share holding and joint 
venture. This is linked to the fact that retailers are increasingly considering markets 
that are geographically and culturally distant. Further, these methods are particularly 
appropriate when retailers enter structurally developing markets as they reduce the 
level of investment required and the associated risks. In the past organic growth has 
not been considered as an appropriate way to internationalise for retailers within the 
food sector. It is a strategy of incremental growth, and hence, not viewed as suitable 
for the operational requirements of food retailers. However, evidence suggests it is a 
viable means of expansion in certain circumstances, for example, when implementing 
a strategy of border hopping.
It is suggested that retailers in the food sector are becoming less constrained by the 
factors once viewed as peculiar to operating in the food sector, for example, the 
distribution and logistical factors requiring market entry on a significant scale. Instead, 
their choice of entry method is becoming increasingly determined by the nature of the 
host market. This suggests that food retailers are becoming more similar to retailers 
in non-food sectors in terms of the choice of ways in which they establish an 
international presence.
As geographic and cultural proximity decrease in importance as determinants of 
market choice, economic considerations become increasingly important means of 
selecting a host market. Thus, the motivations once evaluated as underlying the 
decision to internationalise are increasingly considered as the reasons for choosing one 
market over another. Additionally a combination of the nature of the market, the type 
of retail offer, and, the company management structure are increasingly determining 
the choice of market entry method.
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8.6.3 European Régionalisation
It is concluded that in the post-1992 environment national borders are becoming less 
important in segmenting the European consumer market. Whilst national borders 
remain important divisions within Europe, their impact was perceived to be 
diminishing. Regional boundaries are becoming relatively more prominence in 
segmenting the market. The factors of culture, lifestyle and demography were rated 
as becoming more important determinants of the European market, thus confirming the 
results of previous research [Burt, 1989].
The general view was that the European consumer market was becoming increasingly 
homogeneous. However, differences within it are still evident. It is not proposed that 
a mass consumer market will emerge, especially in the case of the food sector. Rather, 
within the mass market there is convergence of some consumer segments. It is the 
amount of convergence, and the extent of homogeneous consumer segments that will 
influence the degree to which food retailers will operate on a pan-European basis.
It is proposed that prior to the establishment of the SEM, Europe was perceived as a 
collection of national markets and sub-markets within nations. Based on the findings 
of empirical research and secondary source data, it is proposed that the boundaries of 
sub-European markets have altered and that regions or collection of regions which 
might or might not include entire nations are becoming an increasingly important 
means of demarcating consumer segments. As discussed in chapter five, the most 
favourable European markets were collated into five international sub-European 
groups. The most favourable areas for European food retailers to expand into were the 
less structured markets of southern Europe and the large core markets of north west 
Europe. The group of markets thought to be least attractive were the peripheral 
markets, for example, Greece and Ireland.
Although the markets were defined according to their attractiveness as host countries, 
there is an inherent geographical element to the groups. For example, the most
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attractive markets were located in Southern Europe, the least attractive in the European 
periphery. Thus, it is suggested that although the influence of geography per se is 
decreasing in importance, in part due to developments in technology and 
communications, geography may still be used as a proxy measure to define markets 
on a global regional scale.
The attractiveness of a market is unlikely to be due primarily to its geographical 
position. Where once the potential of a market may not even have been considered 
because of its geographical position, it is increasingly unlikely that geography would 
play such an important role except in extreme circumstances. Other factors are likely 
to be a more important means of determining the choice of direction of expansion, in 
particular the level of structural development and economic opportunities within the 
market.
It has been proposed that the factor of geography is decreasing in importance for 
retailers considering internationalisation. However, the factors that do determine the 
retailers choice of direction have an inherent geographical element, in particular the 
level of structural development and economic opportunities. For example, retailers 
perceived opportunities in Eastern Europe and for the most part this is due to the 
nature of the environment rather than its geographical location. Geographical proximity 
may play a more important role in particular circumstances. For example, when 
retailers wish to pursue a strategy of border hopping, or use a method of organic 
growth. However, most retailers who perceived opportunities in Eastern Europe did 
so because of market characteristics.
In terms of the direction of expansion there appears to be two dichotomous trends. 
European food retailers placed more prominence on the opportunities within Europe 
than their observable actions might have predicted. Although many retailers have 
sought expansion outside of Europe, the results suggest they now consider it to be a 
region with equal, and in most cases, more opportunities for growth than any other
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world region. However, some groups of retailers also placed an emphasis on 
opportunities within more distant world regions, particularly North America and the 
Far East.
The results suggest that there is a dual strategy of internationalisation; that is, extra- 
European and intra-European expansion. Some retailers placed prominence on either 
intra or inter European expansion. Notably, UK retailers were inclined to see 
opportunities in expanding outside Europe whilst the Germans placed particular 
prominence on expansion within Europe. It is clear, however, that the two strategies 
are not mutually exclusive and are often employed concurrently by retailers aiming to 
increase their international presence. A dual strategy of both intra and extra-European 
expansion is exemplified by the French respondents who placed an emphasis on 
opportunities within Europe and also in other world regions.
If the factors of geography and cultural proximity are taken as fundamental 
determinants of the direction of expansion, it might be supposed that retailers would 
initially internationalise at an intra-European scale, and as their experience increased 
would eventually expand on an extra-European basis. However, the research findings 
do not support such a proposition. For many retailers initial internationalisation has 
not involved expansion within Europe. Indeed in some cases it has been the opposite, 
retailers have moved into other world regions and subsequently invested within 
Europe. From this it is concluded that internationalisation does not occur along a 
geographic continuum. The results suggest that retailers will not necessarily move into 
neighbouring countries and eventually move into more distant world regions. It is 
proposed that the direction of expansion is determined by specific market conditions, 
rather than progressing along a geographical continuum.
The analysis suggests that as the international expansion of retailers in the food sector 
increases, they become less constrained in their choice of market and may follow a 
path of intra and/or extra-European expansion. From this it is suggested that the
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international actions of retailers seem to be becoming less idiosyncratic to the sector. 
Retailers appear to be more similar in terms of the direction and method of 
internationalisation they employ regardless of their core sector of activity. A 
furtherance of this suggestion is that food retailers will become more similar to 
retailers in the non-food sector, and hence, increasingly follow a wider range of 
international expansion strategies in terms of their direction of expansion and method 
of market entry. Thus, not only will food retailers take on a greater international 
presence, but it will be in a wider international context, and in more innovative ways.
8.6.4 Driving Forces of Internationalisation
Figure 8.1 provides a diagrammatic representation of the main conclusions of the 
thesis. Although these findings have been discussed throughout, and indeed 
summarised in this chapter, the model is added as a means of presenting the results 
in a simplified and visually descriptive way. As can be seen, it is based on 
McGoldrick's [1995, p. 4] model of the driving forces of internationalisation. However, 
figure 8.1 is composed solely on the empirical findings of this research and hence is 
focused specifically on those forces influencing the internationalisation of European 
food retailers.
The model is centred on factors within the organisational sphere that either facilitate 
or inhibit a retailer employing a method of internationalisation as a growth strategy. 
Organisational inhibitors include factors such as the high cost and high risk associated 
with internationalisation. Organisational facilitators include such issues as the 
corporate philosophy and previous experience within the international arena.
Moving out from the organisational sphere, environmental factors influencing the 
process of internationalisation are considered. General environmental obstacles to 
internationalisation include possible cultural and language barriers and increased costs 
of logistics and distribution. Facilitating factors include converging consumer trends 
and the liberalisation of national regulations.
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Specific environmental conditions within both the retailers home market and the 
potential host market also shape the nature of expansion strategies. The domestic 
market may well have conditions that promote growth into other markets as there is 
a lack of opportunity for continued growth at home. Issues of saturation and adverse 
consumer demographics are examples. In addition to such reactive reasons for 
internationalisation, suitable host markets may provide proactive motives for 
internationalisation. The geographical and cultural proximity of the market may 
influence its attractiveness as would general economic conditions.
In addition to McGoldrick's model which deals with factors that change along a spatial 
continuum, a further dimension has been added, namely the impact of time. The 
temporal dimension of the model suggests that in the future, based on the findings of 
this research, there will be increasing rates of retail internationalisation, that European 
food retailers will increasingly take a proactive rather than a reactive approach to 
internationalisation, that they will increasingly enter both geographically and culturally 
distant markets, and that within the EU the process of régionalisation will become 
increasingly apparent.
8.7 CONCLUSION AND FURTHER RESEARCH
The introductory chapter detailed a number of general objectives (section 1.2.1). These 
were to evaluate the perceptions of European food retailers regarding potential 
expansion policies, to analyse the opportunities for food retailers to follow a strategy 
of internationalisation, and, to determine the likely direction of expansion and the 
factors that influence it. The aim was to further the academic debate within retail 
internationalisation and to determine the international opportunities for European 
retailers within the food sector. The nature of transitions within the SEM were to be 
discussed in regard to internationalisation and an evaluation made of the implications 
for the process of internationalisation.
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As has been discussed within the thesis as a whole, and summarised in the previous 
sections, in general the European food retailers surveyed perceived internationalisation 
was an important means of growth. The strategy of internationalisation was perceived 
as a more favourable option than diversifying the retail offer, and significantly more 
attractive than moving into a non-retail sector of activity.
Although previous research has suggested retailers in the food sector are reluctant to 
internationalise and would only consider it as a reaction to extremely limited 
opportunities within the domestic market, the findings suggest this view is changing. 
The research suggests that not only are retailers far more inclined to perceive that the 
process of internationalisation is increasing in importance, but also, that food retailers 
are taking an increasingly positive and proactive approach. Rather than waiting for 
reactive reasons to force them into the international arena, it is proposed that European 
food retailers will actively seek growth opportunities in new markets. Thus, it is 
concluded that retailers in the food sector are taking a more proactive approach than 
they have done previously and than would be concluded from observational evidence 
of their activities.
Analysis suggests that the factors of geographical and cultural proximity and level of 
retail structure development remain fundamental determinants of the direction of 
expansion. However, as retailers gain experience within the international arena they 
become more ambitious internationalists. It is forecast that over time these factors will 
become less influential in determining the nature of host markets. Whilst the level of 
structural development will remain a relatively important consideration, geographical 
distance, and to a lesser extent cultural distance, will lose their significance in 
determining the direction of expansion. In the future factors that have previously been 
defined as proactive motives underlying the decision to internationalise will 
increasingly determine the nature of host markets. As distance from the domestic 
market becomes less significant, factors such as economic conditions, growth potential 
and niche opportunities will take on an increasing importance.
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Overall, Europe was perceived as the most attractive world region when international 
expansion was considered. Although European food retailers have internationalised on 
an intra-European scale in the past, many have taken an extra-European approach. It 
is suggested that Europe has become more attractive in the post-1992 setting. Thus, 
previous research that has characterised the SEM as a facilitator to internationalisation 
is affirmed.
It is suggested that the strategies of intra and inter-European expansion are not part 
of a continuum, where by a retailer initially moves into markets that are 
geographically proximate on an intra-European scale, eventually moving into more 
distant markets on an inter-European scale. Evidence suggests that rather than one 
strategy being a development of the other they are in fact separate paths and chosen 
for particular reasons.
Past research suggesting that retailers in the food sector are subject to certain 
idiosyncratic factors when internationalising is affirmed. In general, retailers in the 
food sector must move into a host market on a significant scale in order to achieve 
efficiencies. This implies their choice of market entry strategy is limited. Although this 
position is affirmed, it is suggested that increasingly food retailers are using growth 
strategies that are not formerly associated with them. This includes increasing rates of 
internationalisation when traditionally food retailers have been hesitant to move out 
of their home markets, and also in the methods of internationalisation.
It is suggested that increasingly retailers in the food sector will use a variety of 
methods of market entry. Rather than being determined by the sector of retail activity 
as in the past, increasingly as retailers become more ambitious internationalists they 
will use a variety of methods. Market entry will increasingly become determined by 
the characteristics of the host market, the nature of the retail offer, and the 
management culture of the retailer. A furtherance of this suggestion is that food 
retailers will become increasingly similar to their non-food counterparts. Rather than
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their choice of market and method of entry being chosen from a limited number of 
options, food retailers will internationalise on a more eclectic basis.
Retailers perceived the European consumer market to be moving in the direction of 
convergence. Whilst it is fully acknowledged that the European market remains 
diverse, it is suggested that increasingly segments of similar consumers will be found 
within Europe. Previous research has suggested that Europe will move towards 
homogeneity with the exception of the food sector. This research suggests that even 
in the food sector there will be increasing rates of convergence, at least within some 
consumer segments.
Although retailers perceived national borders to be the most important determinant of 
consumer segments within Europe at present, they forecast that in the future national 
borders would diminish in importance. The factors of culture, lifestyle and 
demography would become more important determinants of consumer segments. If 
these trends are accepted, it implies a number of factors for the process of 
internationalisation.
First, internationalisation is likely to increase at an accelerated rate in an environment 
of converging consumer segments. Whilst it is not suggested that retailers would be 
able to successfully expand anywhere within Europe, it is suggested that increasingly 
appropriate consumer segments will be apparent in more regions of Europe than was 
previously the case. Secondly, that if consumer segments are converging, then retailers 
may be less inclined to adapt their offer to suit local conditions. This implies the 
global retailer, as defined by Salmon and Tordjman [1989], will become increasingly 
relevant and hence successful.
A third factor that has been discussed is the potential changing nature of the process 
of internationalisation in the environment of a FTA. It is proposed that as national 
borders become less significant, retailers will increasingly view the European market
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in terms of regions. The research has suggested that to some extent this is already the 
case as retailers placed national markets into a number of sub-European regions. Thus, 
as retailers place prominence on the opportunities of intra-European expansion a 
process of régionalisation will increasingly take the place of internationalisation.
Further Research
The research has come to a number of conclusions and it has also suggested a number 
of propositions that warrant further attention. In the light of the results and subsequent 
analysis it is suggested that research focused upon the same issues could be carried 
out from a number of other perspectives.
First, it is suggested that the study could be developed by taking a longitudinal 
approach. As discussed, one of the dimensions of the research was the time at which 
it was carried out, shortly after the establishment of the SEM. It is suggested that 
further research could be conducted to analyse how retailers opinions and attitudes 
towards the SEM and its impact upon retail internationalisation have changed in the 
post-1992 environment.
Further, research based upon observable evidence of retailers’ actual actions could 
evaluate the extent to which retailers perceptions and opinions prove to be correct. For 
example, one of the main conclusions was that rates of intra-European expansion 
would increase within the food sector. Studying the actual actions of retailers would 
enable an evaluation to be made of the accuracy of retailers' perceptions of future 
trends.
Some of the conclusions are the product of the idiosyncratic features of the food retail 
sector. However, more research focused specifically upon individual sectors of retail 
activity would need to be conducted to assess the extent to which this proposition 
holds true.
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Although many of the conclusions were based on the general perceptions of the entire 
sample, cross-national analysis was also carried out. It is suggested that further 
research taking a cross-cultural approach would, give a clearer insight into the 
similarities and differences between retailers. It would also allow analysis of trends 
over time.
Further, it is suggested that research focusing upon the expansion of international retail 
companies would provide further insight into the internationalisation process. Although 
general trends emerge from a study focusing on a number of retailers, it may be 
difficult to distinguish the particular factors that shape the process of 
internationalisation. In particular, it is suggested that individual studies of 
internationalising companies should be conducted on a directly comparative basis in 
order to evaluate factors shaping the strategy of internationalisation.
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Appendix 4.1
List of Target Companies and their Fascias
KEY FOO D RETAILERS
Company: Fascia:
United Kingdom :
J Sainsburv Samsbury
Savacentre
Marks and Spencer Marks and Spencer
Tesco Tesco
Argyll Safeway
Pres:o
Lo-cost
Asda Asda
Dales
cws Various
Isosceles Gateway
Somerrield
Food Giant
David Greig
Solo
Gaieway-Village
NVaitrose Wait rose
Kwik Save Kwik Save
Latcshopper
547
France:
Appendices
Carrefour
Leclerc
Auchan
Promode's
Casino
Docks de France
Comptoirs M odernes
Carrefour 
Ed l'Epicier 
Ed le Maraîcher 
Euromarché'
Ed Europa Discount 
Pryca (Spain) 
intermarche'
Procoinarchc'
Ecomarche'
E Leclerc 
Auchan
Alcampo (Spain)
Continent
Champion 
Shopi 
Superscorc 
8 a' Huit 
Score
Continente (Spain)
(Italy)
(Portugal)
(Germany)
Dia (Spain)
Red Food Stores (U SA ) 
Casino
Ge'ant Casino 
L 'Univers 
Sodi
Supersod i
Sodiprix
Cash
La Ruche
Mammouth
Super Pakbo
Atac
7 J
Eco Service 
Sabeco (Spain)
Aro Rojo (Spain)
Jiffy Food Stores (U SA ) 
Lil' Champ (U SA )
Stoc
Comod
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G erm any:
Rewe-Gruppe
Meiro-Gruppe
A!di
Tenselmann
Asko-Gruppc
Spar Handels AG 
Lidl & Schwarz
AVA
Toom
MiniMal
Euromarkt
Sudmarkt
HL
DS
Hill
Desuma 
Otto Mess 
Penny
Hcller & Pfennig
Rewc
Kosta
Kontra
R-Kauf
Neumarkt
Kaufhof
Kaulliallc
Meistcr
Primus
Huma
Suma
Aldi
Accos
Gubi
Grosso
Kaiser's
Magnet
Plus
Tengelmann 
Kaiser’s Drugstore  
Obi
Rudis Reste Rampe 
Ingri S.
Basa
Continent
Coop
Divi
Eshella
Extra
Real Kauf
Spar
Eurospar
Interspar
Lidl
Handelshof
Kaufland
EZO
City
Marktkauf
Basar
Helco
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T he N etherlands:
Appendices
Ahold
Vcndex Inter national
SH V  Holdings
Albert He:in 
Fresh Company 
ETOS 
Gall & Gall 
Bi-Lo (U SA )
First National 
Supermarket (U SA )
Giant Food Stores (U S A )  
Euro Nova (C zechoslovakia) 
Bingo Docc (Portugal)
Edah
Torro
Basismarkt
Dagmarkt
Autorama
Edi (Belgium)
Ed a (France)
Konmar
Makro
Spain:
A lcam po, S .A .
Centros Com erciales Continente 
Grupo Digsa
El Corte Ingle's 
Eroski
Mercadona
Centros Com merciales Pryca
S imago
Alcampo 
Continente 
Compte Bien 
CB Ahorro 
Dardo
El Corte Ingles
Hipercor
Hiper-Eroski
Maxi-Eroski
Super-Eroski
Mercadona
Pryca
Depaso
S imago
Super Descuento
Tauro
Aurrera
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Italy:
Co-op Italia
Supermarkets Italiana 
La Rinasceiue
Staiida 
Gruppo Pam
VEGE
Co-op Full
Supermercati
Iper-Coop
Co-op
Essciuiiga
UPIM
SMA
Citta-Mcrcato
Standa
Euromercato
PAM
Silos
Panorama 
Mongol fiera 
Meta
Ma.xi Sid is 
Sidis
Iper Sidis 
Scudo
Source; CIG [1990], Eurostat [1993], IGD [1992]
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Appendix 4.2 
Letter Requesting Interviews: UK Targets
Centre fo r  Retail Management Studies
D c p a n n i f iH  o f  M a n a g e m e n t  S tu d ie s  fo r  T o u r is m  a n d  H o te l  I n d u s t r ie s
PhD Thesis: European Food Retailing 
interview with Senior Executives
D e a r
IZxt; 31 IS 
3 0  A u g u s t  1993
I am  c o n d u c tin g  p o s tg ra d u a te  research  in the departm en t o f  M an ag em en t S tu d ie s  at th e  U n iv e rs i ty  o f  S u rre y . T h e  
a im  o f  m y  re se a rc h  is to  s tu d y  the p o lic ies  and p ercep tions o f  Tood R e ta i le r s  in r c g a id  to  th e  S in g le  l iu r o jie a n  
M a r k e t .  S ix  m e m b e r  n a tio n s  o f  the E uropean  C om m uait} ' have been  se le c te d  a s  c a s e  s tu d ie s .  It is h o p e d  to 
in terx 'iew  d ire c to rs  o f  n ta jo r  fo o d  reta ilin g  co m p an ies  in o rder to  gain  an  in fo rm e d  v ie w  p o in t.
H ie  d isc u ss io n  w ill b e  c e n tre d  a ro u n d  the issues o f  the Single  E uro p ean  M a rk e t ,  c o n s e q u e n t  a ff e c ts  o n  th e  food  
re ta ilin g  in d u s try  a n d  p o ten tia l fu tu re  dev e lo p m en ts . A series o f  q u e s tio n s  w ill b e  e m p lo y e d  to  e n s u re  a  level 
o f  c o m p a r is o n  b e tw e en  in te rv iew s , but any  add itional in fo rm atio n , th o u g h ts  o r  id e a s  w o u ld  b e  g rea tly  
a p p re c ia te d .
I m u s t  s tre ss  th a t  I a m  c o n d u c tin g  th is  su rv ey  in such  a w ay  th at all in fo rm a tio n  d e r iv e d  f ro m  th e  in te rv ie w s  w ill 
be  tre a te d  in c o n f id e n c e  a n d  n o  ind iv id u a l w ill be referred  to in tiie th es is . I w o u ld  b e  m o s t  g r a te fu l  i f  w e  co u ld  
m ee t a s  s o o n  a s  is c o n v e n ie n t  as 1 w ill be trav e llin g  to  and a round  E u ro p e  fo r  c o m p a r a tiv e  r e s e a rc h  p u rp o se s  
fro m  th e  e n d  o f  S e p te m b e r  to  m id  N o v em b er.
I w o u ld  like  to  th an k  y o u  fo r  a n y  he lp  you are  ab le  to give m e and  look fo rw a rd  to  h e a r in g  fro m  y o u .
Y o u rs  S in c e re ly ,
H a y le y  M y e r s ,  B .A . (H o n s) [M iss]
University o f  Surrey . G u ild fo rd . S u rrey  C U 2  5XU England Tel: (O if; y.-wfU r-y
2593S7 T e lex : 859331
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Letter Requesting Intei*views: Continental Targets
Appendices
Centre fo r  Retail Management Studies
D c p a r tin c n c  o f  M a n a g e m e n t  S tu d ie s  fo r  T o u r is m  a n d  H o te l  l ix lu s t r ie s
l ‘liD Thesis: European Food Retailing 
Interview with Senior Executives
D ear S ir o r  M ad am ,
Ext: 3118  
30  A u g u s t 1993
I am conducting postgraduate research in the departm ent o f  M anagem ent S tudies a, the U niversity  o f  Surrey. 
England. T he aim  o f  m y  research is to study the policies and perceptions o f  Food R e ta ile rs  in regard to  the 
S ing le E u ro p e an  M a rk e t. It is hoped to conduct interviews with directors o f  large scale food retailers in six 
EU countries in order to  gain an insight into the industry. Tlie discussion w ill be centred  around the issues o f  
the S ingle European M arket, consequent affects on the food retailing industry and potential future developm ents. 
A series o f  questions w ill be em ployed to ensure a  level o f  com parison betw een interview s, but any additional 
in fo m ia tio n , th o u g h ts  o r  id ea s  w o u ld  be g rea tly  ap p rec ia ted .
It would be m ost helpful i f  I could meet w ith som eone w ho speaks English and is in a position  related to  any 
European contacts, for exam ple, establishing retail outlets in a  foreign m arket, buying  from  foreign contacts I f
you are unable to  help m e I w ould be grateful i fy o u  could pass this on to a s u ita b le  co lleague. I m ust stress that
I am conducting this survey in such a way that all inform ation derived from  the interview s w ill be treated in 
confidence, and  no individual o r com pany will be referred to in the thesis. O ne o f  the m ajo r purposes o f  the 
study, besides being an academ ic piece o f  research, is to  provide part o f  the strategic  background to the future
te a c h in g  o f  re ta ilin g  s tu d ie s  in th e  D epartm en t.
D ue  to  lim its  on  bo th  time an d  tlnances. 1 w ill be in .............................................. o n ly  b e tw e e n ......................... and
............................. '  ' ' ' '  convenient. I would like to thank you for any  help you are able to  give
m e and lo o k  fo rw a rd  to  h e a rin g  from  yo u ,an d  subsequently meeting y o u  o r  y o u r  c o lle a g u e (s ) .
Y o u rs  S in cere ly ,
H a y le y  M y ers , B .A . (H o n s) (M iss)
University o f  S u n  ey, G u ild fo rd . S urrey  G U 2 5X H  i'.ngl.rnd Tel
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.-:SCD fa s  (O tSdi oy<t3S7 T elex: 8593:31
Appendices
Appendix 4.4 
Letter of Support from the Department
Centre fo r  Retail Management Studies
D c p a rm ic n t  o f  M a n a g e m e n t  S tu d ie s  fo r  T o u r i s m  a n d  H o te l  In d u s tr ie s
• l ^ i i i v e r s i i v  
o f  S i in 'co '
30 August 1993
M iss H ayley M yers B.A. (L ons) 
R esearcl); E u ropean  F o o d  R eta ilin g
To whom it may concern,
W e write to confirm that Hayley Myers is a University sponsored doctoral research 
student, currently engaged  in the Deparrtment of Management Studies.
Whilst we fully appreciate how busy Senior Executives are. we would be grateful if you 
would agree to s e e  Miss Myers to help her in the furtherance of her research, which we beleive  
to be of academ ic value and invaluable to our work at Surrey.
Yours faithfully.
M. Kipps. M.Sc. Deputy Head of Department 
R. Bamford, M.B.A. Directer of Retail Studies 
N. Alexander. M.Phil. Lecturer in Retail Management
U nivc^sicyofS uncy, G u ild fo rd . S u rrey  G U 2 5X H  Im gland Tel: v o s ,?■' 3:-:'3Û0 Ruv: (O lS3) 2393S7 T e lex : 859331
5 5 4
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Appendix 4.5 
Semi-Structured Interview Format
Scm i-Structurcd  In(cr>'ic\v 
(NB. O nly startin g  points for discussion]
S en ior  E xecutives Perceptions o f  the E uropean Food R etail E nvironm ent and the  
Im pact o f  the S in g le E uropean M arket
Q .I T h e  SEM
- Attitude towards the SEM
- Has your company conducted any research
- what type
- what conclusions
- Consequent policy changes
Q .2 Expansion O pportunities
- Which expansion strategies are most favourable /  appropriate
- WHry
Q .3 Internationalisation
- Where - global
- within Europe
- Is Europe more favourable?
- why?
- w ill it continue to be so?
- Type, ie outlets.alliances, buying, technology transfer, management transfer etc.
Q.4 W hat are the pull factors that m ake som e m arkets particu larly  a ttractive
- econom y - consumer demand
- socio-cultural conditions - legislation
- level o f  retail structural development
Q .5 M anagem ent Structure
- Type ie, centralised /  decentralised etc.
- how does management structure effect internationalisation,
- ie. potential /  type o f  internationalisation
Q .6 Idiosyncrasies o f  the food sector
- is it more difficult for food retailer s to internationalise? why?
- what are the differences ie. operational
consumer market etc.
Q .7 M arket Segm entation
- Major trends, now and in the future
- Retailers responses to these
- H ow is the European consumer market primarily divided
- national borders - culture
- socioeconom ic conditions - lifestyle
- Is it becom ing increasingly homogeneous
- likely impact on the retailing industry
N B. Further thoughts, com m ents, ideas
5 5 5
Appendix 4.6 
Cover Letter for Postal Questionnaire: UK Targets
Appendices
D c p a n in c iu  o f  M a iia g c m c n i  S tu d ie s  fo r  T o u r is m  a n d  H o te l  In d u s tr ie s
Uiiivcrsilv
I'-) A |)ii] I
I am a doctoral research student m liie Depanmem of Management Studies, Uni v c r s ; i y  
of Surrey. 1 am sending a questionnaire to those in key positions in tlie main food retail 
companies in Europe. H ie  objective o f  tins part o f tlie research is to gain an informed vicv. 
o f  the industry as a w hole.
Enclosed is a questionnaire, w hid i I would be extremely grateful if  you would  
complete, so that a truly representative sample o f  European food retailers may be analysed
No individual w ill be named, specifically referred to, or directly quoted in any way 
The data from tliis survey is intended to determine ojumons turd perceptions at llic  aggregate 
level, thus com plete confidaitiality  o f  all individuals and companies is ensured.
Once the results o f  this questionnaire, in conjunction witli data gained from published  
sources, have been analysed, I w ould be pleased to send a report o f  my findings to 
participants.
Thank you for your help.
Yours Faitlifully,
Hayley Myers, B.A. [Miss]
ersu y o : S u n c y .C u ild fu .d . Surrey  C U 2  5X H  England, le i :  (OiSS) fax: (0-183) 2343m  'Y !ex :S 59331
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Appendix 4.7 
Cover Letter for Postal Questionnaire: French Targets
Appendices
D epartm ent o f  M anagem ent Studies 
for the sa vice sector:
•  Food M a tta g cm ftil
• HoUl Managfttiait
•  RtCaii M a n a g cn u n t
'  Tourism M ancrrm aU
From th e  d e s k  o f  U ay ley  K y c rs , PhD R e se a rc h  S cucen i
University 
o f  Sur rev
2 9  A])! i ! 1991
M o n s ie u r
Jc in è ic  aciuellcniciit uii piograrnme de leciierdie en lant iju eiuduuile nu doctornt d:ms 
!e Dcpanmcn; o f M anagcniait Studies i  1'University o f Suney en Angleterre. Dans le cadre 
de celte rcdierchc. j'ai prépare un questionnaire à l'intention ces questionnaires qui occupent 
un poste-clé dans l'une desprincipales entreprises de distnbuiion alim aitairc en Europe Le 
but de cette partie de la red ierd ic est d'obtenir une vue mforince de l'industrie dans son 
ensainble.
Aussi, nie suis-je permis de vous envoyer le questionnaire ci-joint. et je  vous serai très 
reconnaissante de bien vouloir le  remplir. Le questionnaire est en langue anglaise, dans le  but 
d'éviter les difficultés éventuelles de traduction et d'interprétation des réponses si plusieures 
langues étaient utilisées.
Une confidentialité totale est assurée, puisqu' aucue personne ni société ne sera 
nommée, mcntionée spécifiquem ent ni citée directement de quelque façon que ce soit. En 
effet, le but de l'étude est de connaître les opinions et perceptions au niveau de l'ensemble.
Lorsque tes resuLuiS de cette et une par questionnai! e. a . ec les données obentues c<. 
sou;ces publiées, auront été analysés, je me ferai un plaisir d e: e i \  
ceux qui amont bien voulu réjiondre au questionnaire
tnvoyer un com pte-rendu à
Avec mes remerciements antcipes. je vous pne de cro; 
mes sentiments distingués
lOiisieur. a l'expression de
Hayley Myers. B.A. [Miss]
Univci-slty o f  S u n  ey, G u ild fo rd . S u n c y C U 2  5XH England. Tel: (OsSS) tv.vSCK} Fa.v: (0-1S3) 2593.S7 Tele.v; S 5 9 3 3 1
557
Appendix 4,8 
Cover Letter for Postal Questionnaire: German Targets
Appendices
D epartm ent o f  M anagem ent Studies 
for the service sector:
• Food Management
• Hotel Management
• Retail Management
• Tourism Management
From th e  d e s k  o f  H ay ley  M yers. PhD R e se a rc h  S tu d e n t
üniversitv 
o f  Surrev
S e h r  g e e /tr te r
In Bezttg a n f  mcine Doktorarbeit f i ir  das Département f i ir  M anagem ent der Universitat 
von Surrey, sende tch Ihnen m it diesem B rie f einen Fragebogen der an ju h ren de  Damen 
und Herren des Spetse-Eutzelitandels Managements in Europa gcrichtct ist und in diesem  
Fach-Bereicb um Auskunft b ittet
Der Sinn dieses Fragebogen und seine tveitere Untersuchen ist, die best informierten 
Antworten, Ansichten und Meinungen iiber unseren Fach und sein M anagem ent zu 
bekommen.
besonders g u t ist und zweitens wenn die Antworten nur in einer Sprache sind, sic/t die 
Problème der Ubersetzung, Interpretation, oder Auslegung besser vermeiden lassen.
In dem Résultat meiner Vntersuchungen werden keinen Personen oder Firm en bei Namen 
genannt, und die Data-Information wirdauch nur in aggregater Form wieder gegeben, dafi 
die VertrauUchkeit gegebener Information von Personen und Firmen  
gesicliert sind.
JoAaM rtcf /(gfw/tat wg/tgrc foriyc/rw,,"
analysiert ist, ware icli gerne bereit Ihnen einen Kopie dieser Analyse zu schicken.
M it meinen Besten Dank f tir  litre  werte Hilfe,
Hock ach tungSYoll
Hayley Myers, B.A. [Miss]
U niversity o fS u rrey . G uildford , S u n e ) GU2 5X1-1 E ngland. Tel: (0483 )300800  Fax: (0483) 259387 T elex: 859331
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Appendix 4.9 
Cover Letter for Postal Questionnaire: Italian Targets
Appendices
o c p a rm ie n t o f  M anagem ent Studies 
for the service sector:
• Food Management
• Hotel Management
• Retail Management
• Tourism Management
From th e  d e sk  o f  H ay ley  M yers. PhD R e se a rc h  S tu d e n t
University
o f  Surrev
12 a p r i le  1994
G en tile  D ott
sono  una n c e rc a tn c e  d e l D e p a n m e n t o f  M a n a g e m e n t S tud ies p res se  la U n iv e rs i ty  o f  S u rre y  a 
Guildford in Inghiltcrra; .nualm ente impegnata nello svolgimento di un programma di dottorato di ricerca 
(P h D ) a v e n te  c o m e  a rg o m e n to  la g e s tio n e  s tra te g ic a  n e lle  im p rese  della g ran d e  d i s t r ib u r io n e  a lim e n ta re .  II 
progetto di ricerca è seguilo dal professor N. Alexander, docente di retail management presso il suddetto 
D ip artim en to . N e ll 'e sp le ta m e n to  del programma d i ricerca. a lio  scope co s tru ire  u n  q u a d ro  a g g io ra a to  dello 
s ta te  co m p le ss iv o  d e l s e n o re . h o  p red isp o s to  I 'inv io  d i un  q u e s tio n a rio  ai re sp o n sa b ili  d e lle  p r in c ip a l i  im p re se  
e u ro p ee  o p e ra n ti n e l s e tto re  d e l  fo o d  re ta ilin g .
L e  c h ie d o  p e ita n to  d i o f& irm i la S u a  c o lla b o ra z io n e  a lio  s\olgimento d e lla  r ic e rc a  r is p o n d e n d o  a l 
q u e s tio n a rio  a lle g a to  a lia  p re se n te .  A lio  sc o p e  d i ra c c o g lie re  in fo rm a z ion i o m o g e n e e  tra  lo ro , e  d i  e v ita re  
e v e n tu a li p ro b lem ] d o v u ti  a imprecision] d i t ra d u z io n e . è  s ta te  redatto un u n ico  q u e s tio n a r io  in  l in g u a  in g le se .
P o ic h e  .1 s o n d a g g io  in te n d e  r ile v a re  le  o p in io n ] e  le percezioni d e i partecipanti a l iv e l lo  a g g re g a te  
di settore. Le garantisco la massima riservatezza nell uso delle informazioni raccolte e mi impegno a non fare 
rLferim enti e c ita z io n i  d lre tti  a p e rs o n s  e a z ien d e .
A l te rm in e  d e l p ro g e tto . q u a n d o  sa ra n n o  stati analizzati i da ti raccolti su l campo e  quelli p ro v e n ie n ti  
da font] in d ire tte . sa rà  m io  p ia c e re  in v ia rL e  una co p ia  d e l ra p p o rte  f in a le  su i r is u lta t i  d e lla  r ic e rc a .
In a tte sa  d i r ic e v e re  u n  su e  g rad ito  riscontro, La ringrazio a n tic ip a ta m e n te  p e r  la c o lla b o ra z io n e  che 
vorra  a c c o rd a re  a lia  r ic e rc a .
D is tin ti S a lu ti
H ay ley  M y e rs , B .A . (M iss )
U m vcr^ ityofS u irey , G uild fo rd , Surrey GU2 5X H  E ngland. Tel: (04S3) 300800 Fax: (0483) 259387 T e lex : 859331
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Cover Letter for Postal Questionnaire: Dutch Targets
Appendices
D ep artm en t o f  M anagem ent Studies
for the service sector:
• Food Management
• Hotel Management
• Retail Management '
• Tourism Management
From th e  d e s k  o f  H ay ley  M y e rs , PhD R e s e a r c h  S tu d e n t
-University 
o f Surrev
29 April 1994
G cadue
Ik ben ecn doctoraal onderzoekssludent a an het voor M anagem ent Studies, verbonden 
aan de Universitcit van Surrey, U.K. Het onderzoek waar ik mij m ee b ezig  lioud betreft 
sleutel posities in de voom aam ste food retail bedrijven in Europa.
Lngesloten is ecn questionnaire, ik ben U erg dankbaar als U deze voor mij wilt 
invoillen. D e taal gebruikt in de questionnaire is Engels. D e reden hiervoor is dat door het 
gebruik van maar een taal vertaal problemen en misverstanden verm eden worden.
Ik verzeker U dat geen enkel individu o f  bedrijf in de studie genocm d o f  zelfs 
aairgehaald zal worden. Het doel van het onderzoek is om te ko men tot algcm ene 
gezichtspunten; dit garandeert dat alle gegevens verstrekt door personen o f  bedrijven 
volkomen confidentieel blijven.
Indien U  dit op prijs stelt zend ik U  gaam e een verslag van de gegevens.
M et vriendelijke dank.
Hayley M yers, B.A. [Miss]
U niversity o f  S u rre )\ G uild fo rd , Surrey  CU 2 5X H  E ngland . T el: (0-183) 300800  Fax: (0483) 259387 T elex: 859331
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Cover Letter for Postal Questionnaire: Spanish Targets
Appendices
D ep artm en t o f  M an ag em en t Studies 
for the service sector:
• Food Management
• Hotel Management
• Retail Management
• Tourism Management
From th e  d e s k  o f  H ay ley  M y e rs , PhD R e se a rc h  S tu d e n t
University 
o f  Surrev
29:4:94
Eslimado
Y o csioy  csiudiaiio para cl D ociorado dc Esludios dc G csliô» dc Einprcsas, Univcrsiad 
de Surrey, Rciiio Uuido. Estoy eim ando uii cucsiiouario a todos los imidivaduos eii posicioncs 
clave eii las conçanias mas impoitauies cu cl area dc veaia al meiiudeo dc productos aluneulicios. 
El objecto dc esta parte de la investigaciôu es obtener ima \isi6n  de la iiindustria eu su lotalidad.
Le incluyo el cuestionario, y le agradeceria euormemente si puede completarlo. El 
cucstlonario esta esc iito  cn iuglcs. El objelo de usar una Icngua unica es tratar dc müûmizar
problemas de traducciôn y de interpretaciôn.
Ninguna compania o.individuo va a ser citado directamente o uombrado de ningima forma. 
Los datos de esta encuesta est an dirigidos a detenninar opiuiones y  percepcioues al nivel 
colectivo, de manera que la conlidencialidadde los participantes esta asegurada.
Una v ez  que tengamos los restultados del cuestionario, junte con  los datos derivados de  
publica clones, est are encantada de en\nar un resumen de los resultados a todos lo s participantes. 
M uchas gracias por su ayuda,
Lo saluda con  mi considéraciôn mas distinguida.
Hayley M yers, B.A. [Miss]
Unh-crsicyorSurrcy. Guildford. Surrc)'CU2 5Xn England. Tel: (0483) 300800 Fax: (0483) 259387 Tcicx: 859331
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Appendix 4.12 
Letter of Support from the Department
D e p a rtm e n t o f  M anagem ent Studies
for the service sector:
• Food Maiiagemetit
• Hold Mamigi’oient
• Iletail Managcninil
• Tourism Managcmenl
I f
Universiiv 
o( Surrc\'
2 9 :4 :9 4
M iss H nylcy M yers IJ.A. (L ons)
Doctoral R esearch: European Food Retailing
I 'd  w h o m  it  m a y  c o n c e r n .
W e write to confirm lliat Hayley Myers is a University sponsored doctoral research 
student, currently engaged in the Department o f Management Studies
W h ilst w e fully appreciate how busy Senior Executives are, w e w ould be grateful if  
you would com plete the enclosed questionnaire to help M iss M yers in the furtherance o f  her 
research, which w e believe to be o f  academic value and invaluable to our work at Surrey.
Yours Faithfully,
M. Kipps, M .Sc.
Deputy Dean o f  the Faculty o f  Human Studies
N. Alexander, M.Phil.
Lecturer in Retail Management
U niversity o f  S uncy , G uild fo rd , SuiTcyGU 2 5X H  England. Tel: (0483) 300800 Ea.x: (0483) 259387 T e lex : 859331
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Reminder Letter Requesting Completion of the Questionnaire
Appendices
D ep a rtm e n t o f  M anagem ent Studies
for tJie service sector:
Food ManagoTiml 
Hotel Management 
Retail Managatient 
Tourism Management
From th e  d e s k  o f  H ay ley  M y e rs . PhD R e se a rc h  S tu d e n t
University 
o f  Surrey
M iss lla y lcy  A. M yers, B .A . (I.x)iis)
Doctnral Research: E uropean Food Retailing
21:6:94
Dear Sir,
I am canying out doctoral research m the Department o f  Management Studies, University 
o f  Surrey, UK. Last month I sent a questionnaire to a number o f  Directors in your company. It 
is important for my research that I gain responses from a number o f  people in each o f  llie  
European countries that I have targeted. M ay I ask for your help in completing the enclosed  
questionnaire, in order that I may study a truly representath'e sample o f  respondents
May I stress again the comj)lete confidentiality o f  tliis survey. Information will be used to 
gain an informed view  o ftlie  industry as a whole, and no comjjany or individual will be referred 
to or quoted in any way. I f  you have any queries about ray research in general or the questioimaire 
specifically, please do not hesitate to  contact me. Please indicate on the questionnaire i f  you  
would like to receive a copy o f  the final report.
I am sincerely grateful for any help you are able to give me.
Yours Sincerely,
Hayley A. Myers, B .A . [Miss]
U n i v e r s i t y  o fS u iT c y . G u ild fo r d . S urrey G U2 5X H  E ngland . Tel: (0483) 300800 Fax; (0483) 2.39387 T e lex : 859331
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Appendix 4.14 
Postal Questionnaire
RESPONSES IVILL RE TREATFD IN THE STRICTEST CONFIDENCE
EUROPEAN FOOD RETAILING:
Universin’ 
o f  Surrev
Q uestionnaire T o E valuate T h e  O pin ions O f Senior Executives In T he Food R ctailin? Industry.
O J  1992: TITE SIN G L E  E U R O P E A N  M A R K E T
(Please circle the appropriate num ber in the questions below]
1.1 To what extent do you feel the Single Euroepan Market is affecting your company 1 
Hasnorcalmffccl 1 2  3 4 5 Hasammorarfcc,
1.2  Evaluate your overall v iew  o f  tlie SEM;
The SEM means our company 1 2
must protect our home 
market from foreicn interest
Tire SEM  provides great 
opportun ities to targe t 
th e  E uro p ean  consum er 
m arke t
1.3 Has your company undertaken research to examine the possible effects o f  the SEM?
Have not analysed 
the SEM
H ave com prehcnsK 'elj' 
an a ly sed  the S E M
1.4 To what extent have p olicy  changes been made as a direct result o f  the SEM?
N o  policy  changes 
have been  m ade
E xtensive  c h an g es  have 
b een  m ad e
564
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Û J E X  P A N S1 0 N o  I>1>0 RTC JNMTt > 9
' °  provide r c a ,i .ic  o„po,du„m e. for yoor
1 - N o r .^ l o j ,» ' , y  2.U nle„ppoo™ „ 3-Po„iMcopp„„„.,,y
G ood opportunity  5 -  Extrem ely good opportunity
A. G eographical E xpansion;
i) National
ii) International
Product Line E xpansion;
i) o fr o o d  ranges
ii) o f  Non-Food ranges
Diversify' S t o r e  I 'orn iats;
- Jlyperinarkct
- Superstore
- Supcntiarkct
- Convenience s io ie
- food  Specialist store
Diversify into a New- 
Retail Sector;
- DIY
- Variety
- Fashion
- Sports
D iversify into a N on-  
Retail Sector;
- Finance
- Property
- Restaurant
- Manufacturing
2
2
2
2
2
2
2
2
2
2
2
9
IN T E R N A T IO N A  r.TSATlON
rl.e exrcM ,o which each world reg ie , provides ao o p p o n ed .y  for yoor co ,„p a„ys expaosio..;
Europe
North America 
Far East 
Latin America 
Australasia 
O ther........
:-f»i>.'s«PP.O«ni,y 
4 -  Good oppomrnny 5 -  Extremely good opponunily
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3.2 To what extent has the Single European Market made exjtansion into Europe more favourable? 
ExtrcndyuiT avourable 1 2  3 4 5 Extremely favourable
EU:
EEA:
Evaluate the follow ing countries as options for potential expansion;
I =  E xtrem ely  unfavourable  2 =  U n faw u rab le  3 =  M oderately  favourab le  
4 =  F avourable  5 =  Extrem ely Favourable
Belgium/Luxembourg
Denmark
France
Gcnnany
Greece
Irish Rej)ublic
Italy
Ib c  Netherlands 
Foitugal 
Spain 
UK
Austria
Finland
Norway
Sweden
Switzerland
liasieni Europe:
Czech Republic 
Hungary 
Poland 
Russia 
O ther.........
3.4 WTen would you expect to make your next international move?
1 =  E xtrem ely un like ly  2 =  U nlikely  3 =  P ossib le  4  =  L ikely  5 =  E xtrem ely  likely
0 - 1 Years
1 - 3 Years 
3 - 5  Years 
More than 5 Years
566
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J.5 Evaluate the possibility o f  your company using the following inieniationalisation strategics;
1 =  E x trem ely  unlikely 2 =  U nlikely 3 =  P ossib le  4 =  L ikely 5 =  E x trem ely  L ikely
Acquisition 1 2 3 4 5
Organic Growth 1 2 3 4 5
Joint Venture 1 2 3 4 5
Share Holding 1 2 3 4 5
Franchise 1 2 3 4 5
Alliance 1 2 3 4 5
3.6 Rate the im poitance o f  the following possible motives for joining an alliance;
! = E xticm eiy im poilaiil 2 “  Im portant 3 = M oderately iinpo itan t 
4 = U nim portant 5 = Extrem ely im portant
Buying 1 2 3 4 5
Shaie Technology 1 2 3 4 5
Managerial skills 1 2 3 4 5
Prestigious image 1 2 3 4 5
IVotect home market 1 2 3 4 5
Other ............... 1 2 3 4 5
0 .4  LO CATIO N
4.1 Assess the importance o f  the following factors when considering potential international markets;
1 =  Extreme! im portant 2 =  Im portant 3 =  M oderately Im p o rtan t 
=  U nim portan t 5 =  Extrem ely unim portant
Geographic proximity 1 2 3 4 5
Economy 1 2 3 4 5
Market size 1 2 3 4 5
Degree o f  competition 1 2 3 4 5
Currency m ovem ents 1 2 3 4 5
Demographic patterns 1 2 3 4 5
Consumer Tastes 1 2 3 4 5
Language 1 2 3 4 5
Planning legislation 1 2 3 4 5
Senior Management 
opinions
1 2 3 4 5
Your company's 
imique offer
1 2 3 4 5
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0 .5  M ANAG EM  EN T S T R U C T U R E
5.1 A ssess tlie position o f  your company’s management structure on the scale below;
C einralised 1 2 3 4 5 D ecen tra lised
5.2 In a foreign market, to  what extent would you expect your business to be independent from that in the 
home market?
Independent business imit 1 2 J 4 5 Kcgional snbsidiaiy
5.3 To what extent w ould staffbe transferred lo  tiie new market?
.SosutTnansfcncd 1 2  3 4 5 .-Ml key posilinn:
tiaiislcircil
0 . 6  I O O l )  R E  I A I L I N G  I N  l E R N A H O N A 1 J . S A H O N
6.1 In your opinion, is it more or less diHicuit for retailers in the Food sector, as opposed to other 
sectors, to internationalise;
1 =  M u ch  m ore d ifficult 2 =  Sliglitly m ore difficult 3 =  O f  the sam e  d ifficu lty  
4 =  Slightly  less d ifficult 5 = M uch less difficult
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
Establishing outlets 
Buying operations 
Distribution facilities 
Consumer taste 
O ther.....................
0 .7  M A R K E T SE G M E N T A T IO N
7.1 Rate the importance o f  each o f  the following issues in the 1990s;
1 =  E xtrem ely  im portan t 2 =  Im portant 3 = M oderately im portan t 
4  =  U nim portan t 5 =  Extrem ely  unim portant
Price related 1 2 3 4 5
Quahty 1 2 3 4 5
Convenience 1 2 3 4 5
"Green" 1 2 3 4 5
Healthy eating 1 2 3 4 5
Food Safety 1 2 3 4 5
5 6 8
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7.2 Many factors divide the European consum er market. In terms o f  the Food retailing sector, rate tiic 
importance o f  the following factors;
1 =  E x trem ely  in flu en tia l 2  =  Influential 3 =  M odera tely  influentia l 
4 =  In sig n ifican t 5 =  O f  no s ignificance
National boundaries 1 2 3 4 5
Regional boundaries 1 2 3 4 5
Socio-econom ic class 1 2 3 4 5
Lifestyle tyjjc 1 2  3 4 5
Culture 1 2 3 4 5
Demography 1 2  3 4 5
Urban-Rural dichotomy 1 2 3 4 5
O ther.................. 1 2  3 4 5
Are these factors becom ing more or less important in dividing the European consumer market?
1 =  M uch  m ore im portan t 2 =  M ore im portant 3 =  O f  the sam e  im p o itan ce  
4 =  L ess im p o rtan t 5 =  M uch less im jioilant
National boundaries 1 2 3 4 5
Regional boundaries 1 2 3 4 5
Socio-econom ic class 1 2  3 4 5
Lifestyle type 1 2  3 4 5
Culture 1 2  3 4 5
Demography 1 2  3 4 5
Urban-Rural dichotomy 1 2 3 4 5
O ther  1 2  3 4 5
7.4 To what extent do you feel that the European consumer market as a w hole, is becoming more or less 
similar?
M ucli less sim ila r 1 2 3 4 5 M u ch  m o re  sim ila r
0 .8  SU R V E Y  IN FO R M A T IO N
8.1 What, approximately, is your companies turnover in the last financial year?
8.2 How many food outlets does your com pany have?
Hypermarkets [more than 5,000m^] 
Superstores [2 ,500 - 4,999m^] 
Supermarkets [less than 2,500m^] 
Convenience stores
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8.3 Wliat position do you hold in your company?
8.4 Would you like a copy o f  the final report? I f  so, please give your name and address.
Please add any other thoughts, comments or ideas you feel arc relevant. For exam ple, in your opinion 
what are the most important trends likely to be in the next few years?
T hank voii for vour co-oncration.
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Cover Letter for Delphi Questionnaire 1
Appendices
D ep artm en t o f  M anagem ent Studies  
for the service sector:
• Food Managanent
•  HoUl Management
• Retail Management
• Tourism Management
Dear
Un.iversi iv  
o f  Surrc \ '
29:9:9^
I would like lo thank you for completing the questionnaire 1 sent you in May. To re­
introduce m yself, ] am a PhD research student in the Department o f  M anagement Studies at 
(he University o f  Surrey, where the Faculty is sponsoring m y research htto the cltanging 
environment o f  the European Food Retailing industry.
I am now  carrying out further research into cenain insights gained from analysis o f  
the previous questionnaire. I am asking for the help o f  a small group o f  respondents that have
been specifically chosen, o f  which you are one. All are experts in the food retailing industry 
based in 6 European countries. Because o f  the very limited number in this group, each 
individual respondent will have a major impact on the study, and thus I would be extrem ely 
grateful if  you would help with this research.
Enclosed is a short questionnaire with 7 questions covering your opinions on expansion 
strategies and som e possible future trends. Tlie number o f  questions has been kept to a 
minimum in order to reduce the time required. N one o f  the questions are factual, but rather
they require you to g ive your personal opinion and perceptions o f  the European retail industry
in general.
Wlien the results have been analysed, you will be sent a brief summary and given the 
opportunity to change any o f  your answers in a second questionnaire. I prom ise there will be 
no subsequent requests for your help, but I will send a copy o f  m y findings in an effort to
thank you for your valuable time and input.
The aim o f  this survey is to find the consensus opinion o f  a select group o f  experts 
May I stress that all responses will be treated in the strictest confidence, and no individual or 
company will be named, quoted or specifically referred to in any way. I f  you have any
quenes, please do not hesitate to contact m e on extension 3118.
With sincere thanks for any help you are able to g ive me.
Yours Faithfully,
Hayley Myers, B.A. (H ons) [Miss]
U niw rsiiyofSuiT cy, G uild fo rd , Surrey  CU 2 5XH E ngland. Tel: (0H S 3) 300S00 Fa.x; (01483) 2Ô93S7 Teiex. 839331
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Delphi Questionnaire 2
Please return as soon as possible to :
M iss Hayley M yers, Dept, o f  M anagement Studies 
University o f  Surrey, Guildford, Surrey, G U 2 5X H , UK.
A ll Responses IVill Be Treated in the Sirictesi Confidence
D E L PH I O U E S T IO N N A m E  2
0 .1  E X PA N SIO N  O P P O R T U N rr iE S
In the previous questionnaire you  w ere asked to rate, in general ratlier tlian specifically  for your company, tin 
opportunity tliat boili Geographical and Product Line expansion provides within the European Food Retai 
environment.
You were also asked to state tlic reasons for your judgement.
Below you are given your previous answers, tlie average  answers, and a list o f  tlie most frequently cited comments 
Conuneuis f ro m  p rev io u s q u e s t i o n n a i r e :
1, .National 
Expansion;
2. International 
Expansion:
3. Food Product 
Expansion:
4. N on-Food  
Product Expansion:
Adv.inmge - High level o f  knowledge and com petence.
- Lower investment and risk.
- Increasing national coverage w ill increase econom ies o f  scale. 
Disadvantage - Saturation ?
- Legislation restricting expansion?
- Economy not recovering sufficiently for furtlier investment?
A d v a n ta g e  - Great Opportunities for company growtli.
- Easier to internationalise than m ove into a new  sector 
D isadvan tage  - High levels o f  investment and high risk.
- Very com petitive and many exam ples o f  failure.
- Little incentive if  still opportunities in hom e market?
A d v a n ta g e  - Increasing consumer sophistication demands wider product ranges
- Potential for fiuther development o f  ow n label products. 
D isadvan tage  - R & D may be reduced because o f  cost-cutting strategies
.A d v a n ta g e  - Increasing demand for wider product ranges.
- Higher margins may provide increase in profits?
D isadvan tage  - M oving away from area o f  specialisation.
Taking all these into consideration, you are given the opportunity to re-state your answer for each question.
( 1 =  No O pportun ity , 5 =  Extrem ely  G ood  O p p o rtu n ity ]
T ype O f Expansion A verage A nsw er Previous A n sw er N ew  A nsw er
National Expansion 3.4 1 2 3 4 5
International Expansion 3.1 1 2 3 4 5
Food Product Expansion 3.6 1 2 3 4 5
Non-Food Product Expansion 3.7 1 2 3 4 5
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Q A  K A V O U i t A l M M J  r v  ( ) l  K U U O P K A N  C O U N  T K I E S  l ' O K  M A U l v I C  I'  l : t \  I
Based on your personal view  o f  the European Food Retailing environm ent, you  w ere asked in tlie previous
questionnaire to rate the follow ing groups o f  countries in terms o f  their favourability for market entry into.
1. Southern Europe; Spain, Italy, Portugal.
2. Eastern Europe: Czech Republic, Hungaiy, Poland, Russia.
3. Northern: U K . France, Germany.
4. Mid: Netherlands, Belgium , Luxembourg, Switzerland, Denmark.
5. Peripheral: Sw eden, Norway, Finland, Ireland.
You were also asked to state any advantages and disadvantages o f  operating in each region.
- Underdeveloped retail structure, thus less com petition.
- Increasing levels o f  disposable income.
- Favourable consumer geo-demographics.
- Lower levels o f  consumer expenditure than in Northern Europe.
- Logistics and distribution problems.
- Business culture/practises difficult for outsiders.
- Underdeveloped retail structure, thus less com petition.
- Low levels o f investment and labour costs.
- Great growth prospects in the m edium /long term.
- Infrastructure, logistics and distribution problem s.
- Political and econom ic instability.
- Low level o f consumer expenditure
- Large consumer market with higl: levels o f  consum er expenditure.
- Established market with econom ic and political stability, and thus lower risk
- Saturated market with very high levels o f  com petition.
- Legislation restrictive to expansion and market entry.
- Co-operation hampered by competition.
- Stable political and econom ic environment.
- High rates o f  consumer expenditure.
- Saturated markets with high levels o f  com petition.
- Small markets.
- High disposable income.
- Competitive retail structure.
- Small markets with low  density population structure.
- Geographical distance creates logistics and distribution problem s.
You are now given the opportunity to re-rate each region, taking into account your previous  answer, the average 
answer and a list o f  the m ost com monly cited advantages and disadvantages  o f  operating in each region.
1 1 =  Extrem ely U nfavourable, 5 =  Extrem ely  F av o u rab le ]
1. Southern A dvan tage;
D isadvantage:
2. Eastern A dvantage;
D isadvantage;
3. Northern A dvantage;
D isadvantage:
4. Mid A dvantage;
D isadvantage;
5. Peripheral A dvantage;
D isadvantage;
Group E uropean
R egion
Average
Answer
Previous
Answ er
N ew  A n sw er
1 Southern 3.4 I 2 3 4 5
2 Eastern 2.7 1 2 3 4 5
3 Northern 2.5 I 2 3 4 5
4 Mid 2.3 1 2 3 4 5
5 Peripheral 2.1 I 2 3 4 5
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FOR EC A STIN G  T R E N D S  IN T U E  EU R O PEA N  FOOD IN D U STR Y
Li the previous questionnaire you were presented with 5 trends tliat may affect tlie European Food Retail 
environment.
You were asked to rate probabUity, by circling a number between 1 and 5, o f  each trend occurring in tlie;
Short term - up to the end o f  1 9 9 6
Mediiun term - up to the end o f  2 0 0 0
Long term -  up to the end o f  2 0 1 0 .
1 I “  Low Probability, 5 •= High Probability]
You were also asked to rate your level o f  confidence for each answer by circling a number between I and 3.
1 1 "  Low level o f  Confidence, 3  *= High level o f  Confidence]
You are now  given the opportunity to re-state your answer for each question, taking into consideration your 
previous answer, the average  answer and the most commonly cited reasons for previous judgements
Q.3 Expansion into  
new retail sectors  
will be as im portant 
as increasing  
geographic coverage.
T im e
Scale
A verage
P robability
P rctiou s
Probability
P rev ious
C on fid en ce
Level
N ew
P robability
New
C onfidence
Level
S hort term 2 .6 1 2  3 4 5 1 2 3
M edium  terra 3.1 1 2 3 4 5 1 2 3
Long  tcnn 3.5 1 2 3 4 5 1 2 3
1. YES, All expansion strategies need to be considered for growtli and future survival.
2. YES, Expansion w ill be dependent on the econom ic climate; profit growth and share value.
3. NO, It is easier to expand across borders than to m ove into a new  sector.
4. NO, Specialisation in one sector pays o ff  in the long term.
Q.4 Increasing 
product strength will 
be as im portant as 
geographical 
coverage.
T im e
S cale
A verage
Probability
Previous
Probability
P rev iou s
C o n fid en ce
L evel
N ew
P rob ab ility
New
C onfidence
Level
S hort term 3.2 1 2  3 4 5 1 2 3
M edium  term 3.4 1 2  3 4 5 1 2 3
L ong  term 3.4 1 2  3 4 5 1 2 3
1. YES, Increasing consumer sophistication will result in leading brands becom ing generic commodities.
2. YES, It will be necessary to survive in an increasingly competitive market.
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Q. 5 Food retailers  
will increasingly  
enter m arkets th a t  
are geograph ica lly  
distant.
T im e
S cale
A verage
Probability
Previous
Probability
Previous
C onfidence
Level
N ew
P rob ab ility
New
C onfidence
Level
Short term 2.1 1 2  3 4  5 1 2  3
M edium  term 3.0 1 2  3  4  5 1 2  3
L ong  term 3.6 1 2  3 4  5 1 2  3
Factors of influence given in previous questionnaire:
1. Y ES, A s options near the hom e market becom e more limited, w e w ill have to look to m ore geographically 
distant markets.
2. Y ES, As experience is gained in cross-border activities retailers will venture into more distant markets.
Q . 6 Food retailers  
will increasingly  
enter m arkets that 
are cu lturally  
distant.
T im e
Scale
Average
Probability
Previous
Probability
Previous
C onfid en ce
Level
N ew
P robability
New
Confidence
Level
Short term 1 .8 1 2  3 4 5 1 2 3
M edium  terra 2 .8 1 2  3 4 5 1 2 3
L ong term 3 .4 1 2  3 4 5 1 2 3
Factors o f influence given in pre \iou s questionnaire:
1. YES, But as a reaction to saturation at hom e and lack o f  opportunity in m ore culturally similar markets.
2. NO, Til ere have been many exam ples o f  failure, although strategics o f  joint venture or minority share holding 
mav reduce risks.
Q. 7 Food retailers  
will in creasingly  
target specific  
regional n iche  
m arkets.
T im e
Scale
A verage
Probability
Previous
Probability
P revious
C on fid en ce
Level
N ew
P robability
New
C onfidence
Level
S h o rt terra 2.6 1 2  3 4 5 1 2 3
M edium  term 4 .5 1 2 3 4  5 1 2 3
Long term 3.6 1 2  3 4 5 1 2  3
1. NO, Econom ies o f  scale are not easily realised by targeting niche marketing.
T H A N K  Y O U  V E R Y  M U C H  FOR COMPLETING THIS AND THE PREVIOUS QUESTIONNAIRES. 
YOUR ANSW ERS WILL BE A N A L Y SE D  AN D  YOU WILL BE SENT A COPY OF THE FINDINGS IN AN  
EFFORT TO THANK YOU FOR YOUR TIME A N D  INTEREST.
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Cover Letter for Delphi Questionnaire 2
D epartm ent o f  M anagem ent Studies
for Ihe service sector:
• Food Management
• Hotel Management
• Retail Management
« Tourism Management
Universiiv 
of Surre\'
7:11:94
Dear
I would like to thank you for completing tire Delphi Questionnaire 1 sent to you a 
montli ago regarding tire European Food Retailing environment. The answers from round 1 
have been analysed. You are now given tlie opportunity to re-state your opinion on the same 
questions, taking into consideration tlic average answer, your own previous answer and the 
most frequently cited couvuents that were made
Your help in com pleting tliis and tlie previous questionnaires is very much appreciated, 
and the analysis o f your opinions and perceptions o f tlie European Food Retailing industry 
are proving to be fundamental to my research by providing certain insights and confirming 
some theories.
May I reiterate that all responses w ill be treated in the strictest confidence. I f  you  have any 
queries or comments please do not hesitate to contact m e on extension 3118.
With sincere thanks for your help.
Yours Faitlifullv,
Hayley A. Myers, B.A. (H ons) [Miss]
U iilw rsiiyo fS unvy . G uildford , Surrey G U2 5XH E ngland. Tel: (0148:1) 3(K)800 Fax: (0148.3) 2.39387 T elex: 8.39331
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Published Articles Based on the Research
THE
SERVICE 
INDUSTRIES
JOURNAL
Volume 15 No.4 October 1995
Special Issue
THE INTERNATIONALISATIOM OF 
RETAILING
Edited by
Gary Akehurst and Nicholas Alexander
FRANK CASS • LONDON
I S S N 0 2 6 4 -2 0 G 9
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The Changing Process of 
Internationalisation in the European Union
HAYLEY MYERS
The accelerating nature o f  internationalisation in the retail, 
sector has a ttracted  increasing academ ic attention  
[Treadgold, 1990a; Laulajainen ei al„ 1993], Despite this, a 
precise and comprehensive definition o f  the process is lacking 
[Alexander, 1994; Pelligrini, 1994]. The term  
internationalisation implies the transfer, whether it be o f  a 
company, concept or management function, across state 
borders, with nations being perceived as being relatively 
homogeneous. However, Hollander [1970] has suggested that 
the differences within a country may, in some instances, 
exceed those between them. The creation o f  free  trade areas 
(FTA), such as the Single European Market (SEM), has led to 
the hypothesis that there may in some circumstances be 
greater barriers to geographical expansion at the intra-state, 
as opposed to international level. An empirical survey seeking 
the perceptions o f  directors o f  m ajor fo o d  retail companies in 
six European Union (EU) countries was conducted. Overall, 
national borders were considered to be o f  diminishing  
importance in terms o f  dividing the European consumer 
market. The results suggest that the established perception o f  
the process o f  internationalisation may be becom ing  
increasingly irrelevant as the significance o f  FTA s increases. 
I f  this is so, it not only suggests a transition in the regional 
development o f  Europe, but also indicates that such issues 
need to be analysed from  an increasingly spatial—structural 
perspective.
IN T R O D U C T IO N
The post-war era has witnessed a growing trend o f international expansion 
in the retail sector [Alexander, 1993; Burt, 1989]. Academic interest in the 
area of retail internationalisation has developed accordingly, particularly in 
recent years [Bunce, 1989; Burt, 1991, 1993; Conners et al., 1985; Davies
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and Jones, 1993; Gardner and Bennison, 1993; Goldman, 1981; Ho and Sin, 
1987; Kaynak, 1985; Lord et a i ,  1988; Martenson, 1981; Robinson and 
Clarke-Hill, 1990; Stem quist and Kacker, 1994; Thompson and Knox, 
1991; Wrigley, 1989, 1993]. However, much o f the research and literature 
on internationalisation addresses the issue with little regard to a  precise 
definition o f the process [Alexander, 1994; Pelligrini, 1994]. The transfer o f 
retail operations outside the domestic market is perhaps the most literal 
inteipretation [Dawson, 1993]. A broader approach, which includes the 
diffusion of particular retail concepts and formats to new markets and the 
internationalisation o f management functions and technology, has also been 
taken [Baron et a i ,  1991; Burt, 1991; Stemquist and Kacker, 1994].
As a prerequisite to the following paper, a brief definition o f the way in 
which certain terms have been interpreted is given. The words nation, state 
and countjy have been used interchangeably to describe nation-states. 
Region has been used to define relatively large areas of a country, such as 
for example south-east England or north-west France. Areas on a smaller 
scale, for example the size of a county in the UK, are referred to as sub- 
regions, and geographical areas encompassing more than one nation, such 
as for instance north-west Europe, are defined as international or world 
regions.
The term internationalisation implies the movement from one nation  to 
another. The national border is commonly perceived as the boundary of an 
homogeneous area. In tenns of environmental influences, such as the 
factors of demographics, economics, language and even culture, this is not 
necessarily the case. Indeed, in some instances it may be difficult to 
distinguish areas o f one country from another. This may be true to an even 
greater extent in terms of consumer characteristics, such as disposable 
income, household structure and lifestyle types. Furthermore, Hollander 
[1970] has suggested that differences within countries may, in some cases, 
far exceed those between them. As Alexander [1994] has expressed, once 
this is acknowledged, it brings into question the whole concept of 
internationalisation.
Following this line of argument, if the state border is not necessarily a 
comprehensive definition of the differences between areas, then how are 
regions, and the process of movement between them, to be defined? A 
variety of related factors shape the environment, including those o f a 
political, legislative, economic, social, cultural and demographic nature. If 
quantified, each of these could be mapped and then superimposed in order 
to build up a more complex picture. An issue that immediately arises when 
carrying out cross-national research in the retail sector is the lack of directly 
comparative data. This problem emerges primarily from the fact that 
countries, and subsequently regions on a sub-national scale, use different
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definitions to interpret the socio-economic environment. In terms of retail 
internationalisation, Alexander [1994] has suggested using a proxy measure 
o f these combined influences, namely the level o f development o f the retail 
structure. Although the problem o f  comparable data remains, exemplified 
by the differences in the various terms used to define particular formats o f 
food retail outlets in Europe [CIG, 1991a], it is at least somewhat 
diminished.
R E T A IL  IN T E R N A T IO N A L IS A T IO N  IN  T H E  P O S T -1 9 9 2  S E T T IN G
Undeniably, Europe has been going through major transitions in political, 
economic and social conditions, much of which has been brought about by 
the formation of the European Union (EU) and the establishment of the 
Single European Market (SEM) in 1992. The underlying objective is to 
create an area free from internal borders by harmonizing legislation and 
liberalising fiscal, physical and technical barriers [Heloire, 1987; I.B.I., 
1989]. As Pioch and Brook [1994] have noted, by removing barriers to trade 
between national markets it is assumed that the SEM creates a more 
competitive environment and accelerates rates of growth. However, the 
extent to which this is impacting on the retail sector in particular has been 
questioned. Pioch and Brook go on to suggest that the European retail 
industry is not gaining the attention that its size and prominence would 
suggest it deserves: ‘retailing, unlike manufacturing industries, operates at 
the interface between the “end” consumer and producer. Such a position 
should assign retailing to an important role in the European integration 
process as a whole’ [Pioch and Brook, 1994: 12].
This is further evidenced by W hitehead [1992], who has assessed that 
retailing will benefit from the establishment of the SEM mainly through 
indirect gains that are filtered down. Furthermore, the complexity of the 
situation is intensified by the fact that the quantifiable changes in an 
environment, such as legislative harmonisation, do not necessarily tally 
with our perceptions. There is evidence to suggest that our recognition of 
the differences between countries, and the implied homogeneity within 
nations, is not keeping pace with the changing environment. Looking at the 
fundamental transitions that have occurred in recent years in Europe, 
Wijkman has suggested that our mental maps of Europe lag behind the 
reality of the situation: ‘Concepts like “Eastern Europe” and “Western 
Europe”, having lost their political connotations, retain only their 
geographic significance and refer now to different groups of countries than 
before’ [Wijkman, 1993: 1].
In Europe, the process of retail internationalisation has accelerated 
particularly since the late 1980s [CIG, 1991b; Eurostat, 1993]. The creation
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of the SEM proved to be a catalyst for both practitioners and academics 
alike to assess the impact it may have on the rate and nature o f 
internationalisation. It is perhaps most commonly perceived that whilst the 
SEM may be accelerating retail cross-border expansion within the HU, it is 
not necessarily a prerequisite o r directly causal [Alexander, 1988; Burt, 
1989; Hallsworth, 1992]. Salmon and Tordjman [1989] have placed greater 
prominence on its impact, but Treadgold emphasises the more general 
consensus, namely that ‘The 1992 programme is facilitating the emergence 
o f supranational retail businesses in Europe but is not, at least should not be, 
driving the process’ [Treadgold, 1990a: 11]. Pioch and Brook [1994] 
conclude that there remain so many differences between nations within the 
EU, that the increased rates o f internationalisation commonly anticipated as 
a result of the SEM will not occur. They perceive that consumer legislation 
and market conditions of member states remain very diverse, and thus 
national boundaries are as important as they were prior to the creation of the 
SEM. Additionally, they evidence the fact that the process o f accelerating 
retail internationalisation was a growing trend before the 1992 programme 
was in place, and hence was not a directly causal factor. This theory is 
reinforced by Pcschcl who states that ‘The completion o f the Single 
European Market is not a revolutionary event. In general, it strengthens 
existing growth rates’ [Peschcl, 1992: 390].
The establishment of a free trade area (FTA) such as the SEM puts 
forward the proposition that cross-border expansion within the world region 
is no longer strictly a process o f internationalisation. W ith the 
harmonisation of much of the legislation, is it not simply a fonn of regional 
geographical expansion? And further, are there not instances where a 
retailer may find it more difficult to expand in to areas within its original 
domestic market, than in to areas outside its national border? This concept 
is summarised by Alexander; ‘Within a Free Trade Area, however, the term 
[internationalisation] becomes increasingly meaningless as integration 
erodes the regulatory implications o f the state’ [Alexander, 1994: 4], The 
federal structure common to many European countries, where sub-regions 
within the nation have individual regulations particular to the locality, 
accentuates this theory. Obviously, a retailer moving from one region to 
another within a country is not considered to be moving internationally. 
However, in reality, there may actually be greater differences moving on the 
intra-state level, rather than at the international scale.
M E T H O D O L O G Y
Research was carried out in six EU countries: France, Germany, Italy, the 
Netherlands, Spain and the UK. These nations were chosen as they are
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home to most o f the largest players in the European food retail industry, and 
are also the m ajor markets. They represent a number o f positions in terms 
o f geography, political and legislative clim ate, socio-econom ic 
environment, and level o f retail structure development. Interviews were 
conducted with 21 directors o f large food retail companies, the results of 
which formed the basis o f a mailed questionnaire. This was sent in spring 
1994 to 700 directors o f 52 companies. Ninety-two useable questionnaires 
were returned, a relatively low response rate of 13 per cent. However, this 
had been anticipated, and a census approach had originally been chosen in 
an attempt to gain a reasonable number of responses. A survey o f this size 
is in line with other research that has been carried out in this field 
[Alexander, 1988, 1990; Williams, 1992a; 1992b]. Dutch respondents 
accounted for 12.0 per cent of the survey, French for 19.6 per cent, Gennan 
15.2 per cent, Italian 15.2 per cent. Spanish just 4.5 per cent, and British 
33.7 per cent.
D IV IS IO N S  IN T H E  E U R O P E A N  C O N S U M E R  M A R K E T
TAB1Æ I
IMPORTANCE O F SPECIFIC BOUNDARIES IN DIVIDING TH E EUROPEAN CO NSU M ER M ARKET
All Respondents
Boundary Type 1 2 3 
percentage
4 5 Mean Std Dev
National 20 .7 47.8 2 0 .7 9.8 1.1 2.228 0 .9 2 7
Cultural 15.2 39.1 40.2 5.4 0 .0 2.359 0.806
Lifestyle 13.0 4 6 .7 25.0 15.2 0 .0 2.424 0 .9 0 5
Socio-economic 12.0 32.6 35.9 19.6 0 .0 2 .6 3 0 0 .9 3 4
Demographic 9.8 37.0 34.8 16.3 2 .2 2.641 0 .9 4 4
Regional 12.0 23.9 47.8 1 4 .1 2 .2 2 .7 0 7 0.932
Urban-rural
dichotomy
5 .6 34.4 40.0 16.7 3 .3 2 .7 7 8 0.909
I = Extremely Influential, 2 = Influential, 3 + Moderately Influential, 
4 = Insignificant, 5 = Of No Significance
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TABLE 2
CROSS-NATIONAL EVALUATION O F T H E  IM PORTANCE O F  NATIONAL BOUNDARIES IN 
DIVIDING T H E  EUROPEAN CONSUM ER M A RK ET
Mean St Dev n=
percentage
France 16.7 38.9 II.I 27.8 5.6 2.667 1.237 18
Germany 7.1 92.9 0 .0 0 .0 0 .0 1.929 0.267 14
Italy 35.7 35.7 14.3 14.3 0 .0 2.071 1.072 14
Netherlands 27.3 45.5 18.2 9.1 0 .0 2.091 0.944 11
UK 2 2 .6 41.9 35.5 0 .0 0 .0 2.129 0.763 31
i1 = Extremely Influential, 2 = Influential, 3 = Moderately Influential, 
4 = Insignificant, 5 = Of No Significance
Note: data from Spanish respondents not included for reasons o f confidentiality.
It is generally agreed that the nature of the consumer market is a crucial 
factor for retailers considering a strategy of geographical expansion. As 
Hollander [1970] has suggested, even if all other considerations are 
favourable, the absence of a suitable consumer market would negate any 
possibility of a retailer entering a particular market. It was on the basis of 
this assumption that respondents were asked to rate the importance of 
factors that potentially divide the European consumer market. From the 
answers received, it was hoped that some tentative conclusions might be 
drawn as to how retailers perceive the European market, and which features 
they viewed as being most salient when considering expansion within it. As 
Table 1 illustrates, on average all the factors were rated as being more than 
moderately influential. National borders were rated as being the most 
important, with a mean score of 2.23. In fact, over two-thirds of the sample 
perceived national boundaries as being either influential or extremely 
influential. Cultural differences were viewed as being the second most 
important divide, with almost 80 per cent o f retailers rating them as being 
either moderately influential or influential. Notably, regions were rated as 
being of little relative significance, with nearly two-thirds viewing them as 
being either moderately influential or insignificant.
Based on these results it is suggested that retailers still believe there are 
significant variations between the nature of markets within the SEM. 
Differences were perceived particularly on a national basis, and as a 
continuation o f this a degree of homogeneity within national markets is
5 8 7
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implied. It is notable that whilst national boundaries were ranked as being 
the greatest divide within the European consum er market, regional 
boundaries were ranked much lower. However, these two factors may in 
fact be considered not as different features, but instead as being at separate 
points along a geographical continuum.
These findings serve to focus attention on factors o f a non-spatial nature. 
Culture was ranked as second only to national boundaries in terms of its 
influence on the consumer market. Although culture is commonly perceived 
on a national basis, this is not necessarily the case. Depending on definition, 
cultures, and more notably in terms of consumer characteristics, sub­
cultures, can and do cross national borders and also differ within nations 
[Foxall, 1980]. There is considerable debate over the extent to which culture 
is becoming homogenised in tenns of world regions and even on a global 
level. Levitt’s [1983] seminal paper has assessed that the global consumer 
market is becoming increasingly important. He does, however, stress that 
this is resulting in increasing segmentation rather than a mass market. It is 
often suggested that cultural differences prove to be the greatest problem 
when attempting to standardise marketing [Dunn, 1976; Green and 
Langeard, 1975; Urban, 1977; Ryans and Fry, 1976], and thus are a 
fundamental influence when expanding internationally. This has led to the 
assertion that businesses need to be culturally aware when considering 
internationalisation [Hofstede, 1989]. Indeed, Willis [1991] suggests that 
culture will be a fundamental factor in segmenting the pan-European market 
that he anticipates will develop increasingly in the post-1992 environment.
Lifestyle, socio-economic and demographic factors are all assessed by 
respondents in the survey as being influential. These same three factors are 
summarised by Burt [1989] as being not only the most fundamental 
influences on the European consumer market, but also major impacts on the 
changing nature of the European retail structure. As previously noted, there 
is difficulty in quantifying such characteristics on a comparative cross­
national basis, and even more difficulty at the regional scale. This perhaps 
goes some way in explaining the emphasis placed on national boundaries in 
terms of respondents perceptions of divisions in the European market.
Table 2 illustrates respondents’ perceptions o f the importance of national 
boundaries broken down into sub-groups according to their country of 
origin. The most notable point would seem to be that whilst German, Italian, 
Dutch and British retailers’ responses cluster around the rating of 2.0, 
namely that national borders are influential in segmenting the European 
consumer market, French responses were considerably distinct. The mean 
answer was 1.24, much closer to the extremely influential point on the scale. 
This may, to some extent, help in explaining certain phenomena arising 
from previous analysis of this survey, particularly that French retailers
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appeared to have a much more global orientation to geographical expansion 
strategies [Myers and Alexander, 1994]. If  they do indeed see significant 
differences in national markets in Europe, then this may result in them 
having little incentive to concentrate their expansion plans on the EU, and 
they may feel it is just as easy to move into non-European markets that offer 
significant advantages.
T H E  C H A N G IN G  N A T U R E  O F  B O U N D A R IE S
TABLE 3
CHANGING IM PORTANCE O F SPECIFIC BOUNDARIES IN DIVID IN G  TH E 
EUROPEAN CONSUM ER M ARKET
All Respondents
Boundary Type 1 2  3 4 5 Mean Std Dev
Lifestyle 7 .8 3 6 .7
percentage 
3 6 .7  16.7 2 .2 2 .6 8 9 0 .9 2 0
Demography 10.2 2 1 .6 5 3 .4 13.6 1.1 2 .7 3 9 0 .8 6 4
Culture 11.4 2 3 .9 4 0 .9 2 2 .7 1.1 2 .7 8 4 0 .9 6 4
Urban-rural 4 .5 2 1 .6 5 5 .7 18.2 0 .0 2 .8 7 5 0 .7 5 5
dichotomy
Socio-economic 1.1 3 3 .3 4 3 .3 16.7 5 .6 2 .9 2 2 0 .8 7 7
Regional 4 .5 3 2 .6 2 9 .2 2 5 .8 7 .9 3 .0 0 0 1 .044
National 2 .2 8 .9 2 5 .6 4 8 .9 14.4 3 .6 4 4 0 .9 1 6
1 -  Much More Important , 2 = More Important, 3 = O f the Same Importa nee.
4 -  Less Importint, 5 =  Much Less ImporUnt
Respondents were subsequently asked to determine the extent to which the 
same seven factors were becoming more or less important, in terms of 
dividing the European Consumer Market. Table 3 displays their responses. 
Notably, national boundaries, which were rated as being the most important 
factor in dividing the market in the previous question, were also perceived 
as becoming less important the most. Regional boundaries, which had been 
ranked as the second least important dividing influence, were thought to 
remain of the same importance. The remaining factors were perceived as 
becoming more important than they were at present, with lifestyle, 
demography and culture being ranked highest. This further emphasises the
589
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perceived influence of non-spatial factors. Notably socio-economic 
influences were seen as increasing in importance to a lesser extent, perhaps 
an indication of the increasing homogeneity of such characteristics brought 
about by the SEM.
TA BLE 4
EX TENT TO  W H ICH  T H E  EUROPEAN CO NSUM ER M A R K ET IS BECOM ING INCREASINGLY
HOM OGENEOUS
A ll R e^ondents
Much less similar
Valid percent 
1.1 Mean = 3.659
Less similar 1.1
Stay the same 33.0 Std Dev =  0.636
More «âmilar 60.4
Much more shnilar 4.4
T A B L E  5
C R O S S -N A T IO N A L  E V A LU A T IO N  O F  T H E  C H A N G IN G  IM P O R T A N C E  O F  N A T IO N A L  
B O U N D A R IE S  IN D IV ID IN G  T H E  E U R O P E A N  C O N S U M E R  M A R K E T
1 2 3 4 5
percentage
Mean Std Dev n -
France 5.9 11.8 23.5 35.3 23.5 3.588 1.176 17
Germany 0.0 0 .0 14.3 42.9 42.9 4.286 0.726 14
Italy 7.1 21.4 14.3 57.1 0.0 3.214 1.051 14
Netherlands 0.0 0 .0 27.3 63.6 9.1 3.818 0.603 11
UK 0.0 6.5 38.7 48.4 6.5 3.548 0.723 31
I =  M uch More ImporUnt, 2 ”  More ImporUnt, 3 =  O f the Sam e ImporUncc,
4 ^  L ess ImporUnt, 3 =  M uch Less ImporUnt
The fact that national boundaries are the only factor to be perceived as 
becoming less influential is significant. It implies that retailers’ perceptions 
of the SEM environment are that it will increasingly take on a pan-European 
character. Taking this further, it suggests that the creation of FTAs does 
indeed have an impact on the expansion strategies of large scale businesses
5 9 0
Appendices
IN TER N A TIO N A LISA TIO N  IN THE EU 5 1
and thus may be influencing the process o f internationalisation. As regions 
are viewed as remaining o f  the same degree of influence, it obviously means 
that they are playing a more significant role relative to national borders. 
This would seem to be logical as the federal structure o f Europe takes on 
increasing prominence. It is notable that the more subjective elements o f 
lifestyle type and culture, as well as demographic features, are seen as 
increasing in significance more than socio-economic influences. Again, this 
is perhaps due to the fact that it is believed that a process o f increasing 
convergence is occurring in Europe, brought about by the influence o f such 
factors as the harmonisation o f legislation. By stressing factors o f lifestyle, 
demography and culture, it implies that retailers may be specifically aiming 
at homogeneous target groups o f consumers that are found in a large 
segmented market. Thus it may be considered that spatial factors retain their 
significance, although through association rather than direct intention. For 
example, marketers may analyse that a significantly large population o f an 
appropriate consumer group is located in a particular area, and thus aim to 
expand there accordingly. Although they have primarily used non-spatial 
data in their analysis, their strategy also has an inherent spatial element. It 
is likely however, that this may not adhere to national, or indeed previously 
delineated regional boundaries, and hence may be perceived as being non- 
geographical.
When analysing the opinion of respondents by countiy o f origin towards 
the dynamic nature of boundaries, the main feature appeared to be that the 
average score of French, Italian, Dutch and British retailers lay between 
being o f  the same importance and being less important, whilst the mean 
score given by German retailers lay further along the continuum, nearer the 
o f  much less importance point on the scale. In fact, all German respondents 
rated national boundaries as less important or much less important. This, in 
conjunction with previous analysis o f the questionnaires which concluded 
that German retailers viewed Europe the most favourably [Myers and 
Alexander, 1994], implies that there may be a correlation between these 
factors. It is suggested that the fact that the German respondents perceive 
that national boundaries are decreasing in importance, and also see Europe 
as a favourable environment, provides a motive for a strategy of expanding 
within Europe. Further, German retailers are commonly assessed as taking 
a border-hopping strategy, rather than a multinational or global approach. In 
conclusion, that the French respondents took a more global approach and 
viewed national boundaries as being a very significant division in the 
European market, whilst German retailers took the alternative view o f 
favouring expansion into geographically proximate markets where they 
view national differences are decreasing, would seem to provide evidence 
that there is some kind of relationship between these two factors.
5 9 1
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H O M O G E N E IT Y  IN  T H E  E U R O P E A N  C O N S U M E R  M A R K E T
Respondents were requested to rate the extent to which the European 
consumer m arket was becoming more, or less, similar (see Table 3). There 
was a high degree o f consensus among respondents. One third of the 
retailers questioned thought that the market was remaining the same in 
terms o f degree o f homogeneity, whilst just over 60 per cent perceived that 
it was becoming more similar. This might suggest that just as the 
manufacturing industry is increasingly competing on a pan-European scale, 
so too will retailers. Traditionally, there have been relatively low levels of 
international activity by retailers in the food sector, who have often been 
characterised as being predominantly reactive [McGoldrick and Fryer, 
1993]. A link between the increasingly pan-European scale of 
manufacturers, and subsequently retailers, is provided by the numerous 
European alliances [Lowe, 1992]. Many of these offer advantages primarily 
of a buying function, although others also facilitate exchanges of know-how 
[Treadgold, 1990b]. It is suggested that homogenisation of significant 
factors of the European market is likely to result in increasing rates of 
standardisation [Reichel, 1990]. However, it is suggested that it is unlikely 
to result in a mass market, but rather that it will increasingly become further 
segmented [Willis, 1991].
F IG U R E  I
EXPANSION IN EUROPE: THE IMPACT OF NATIONAL BORDERS
4.4-1lU
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D im inishing im p act o f national b ord ers
The results o f the em pirical research focused on the changing 
environment of the European food retail industry has led to the formation of 
an hypothesis; namely, that if retailers increasingly view that national 
boundaries are becoming less important in dividing the European market 
(see Table 5), then their perception of the desirability of Europe as a region 
for expansion within increases. The sample of respondents was divided by 
country of origin and a scatter plot constructed from the mean answers of
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FIGURE 2
FAVOURABELITY OF THE SEM: THE IMPACT OF NATIONAL BORDERS
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each sub-group (see Figure 1). A best fit line inferred that there did indeed 
seem to.be a degree of correlation between retailers’ perceived view of the 
diminishing im portance o f national boundaries and the increasing 
attractiveness of strategies of expansion within Europe. To further this 
theory, and also to provide a degree of internal validation within the 
questionnaire, the decreasing importance of national boundaries was 
subsequently plotted against the extent to which the SEM had made 
expansion within the EU more favourable (see Figure 2). A similar direct 
relationship between these two factors resulted; as perceptions o f the degree 
to which the SEM had made the EU more advantageous for expansion 
within increased, so did the view that national boundaries were becoming 
less important. At one end of the spectrum Italian retailers took the view 
that national boundaries were remaining important and that Europe was not 
a particularly favourable region for expansion within. French, British and 
Dutch respondents fell into a mid-group, where by they perceived national 
boundaries were to some extent decreasing in importance and that Europe 
was a relatively attractive market for expansion within. The German 
respondents were the most positive in that they rated national boundaries 
within the EU as becoming significantly less influential, and also that 
Europe was a most favourable region for expansion within. It would appear 
that to some extent the retailers surveyed altered their opinion of strategies 
of internationalisation as their perception of the diminishing impact of 
national boundaries increased. If this theory is taken a step further, it would 
suggest that the environment of a FTA does produce an impact on 
internationalisation, namely, by making it a more favourable environment 
for geographical expansion within. As previously noted, this is exemplified
593
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by German retailers, who in the survey most strongly perceived that the 
importance o f national boundaries is decreasing, and also that Europe is 
becoming a  m ore favourable option for expansion (Figure 1).
C O N C L U S IO N
It would appear to be conclusive that the process o f internationalisation is 
one of a dynamic and complex nature, not helped by the lack of a 
comprehensive and universal definition. The creation o f FTAs, such as the 
SEM, has further increased the complexity o f the situation. It would seem 
likely that rates of cross-border expansion accelerate in such situations. 
However, w hether the process may still be considered as 
internationalisation in such an environment has been questioned. The 
empirical findings suggest retailers in the survey perceive that the European 
consumer market is likely to become increasingly homogeneous. Although 
national boundaries are considered to be the greatest type o f division at 
present, it is also thought to be likely they will play an increasingly less 
significant role. Prominence is given to factors of a cultural, lifestyle type 
and demographic nature, but targeting segments o f the consum er market by 
such variables still implies a spatial variant, albeit o f a dynamic nature that 
defines geographical areas not previously demarcated as specific regions. 
The perceived decreasing significance of national borders and increasing 
favourability of the EU in terms of geographical expansion would seem to 
suggest that the creation of the SEM is having some impact on the 
favourability of cross-border expansion. A furtherance o f this line of 
argument would suggest that the establishment o f FTAs does have an 
influence on the process o f internationalisation, namely that it makes the 
region more appealing in terms o f geographical expansion, at least for 
companies whose domestic market is within the FTA. It is suggested that 
future research may be able to provide a further insight into this hypothesis, 
especially by analysing data that evidence retailers actual growth strategies 
as well as their perceptions of likely future trends.
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